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Businezs Valuations

Financial Analysis
CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co.

P.0O. Box 2163

Santa Fe Springs, California 90670

Attn: Mr. John Locke
Gentlemen:

You have requested we establish the fair market value of the common stock of Angeles Chemical
Co. for Employce Stock Ownership Trust (ESOT) purposes as of April 30, 1996.

Qur evaluation places a fair market value of $1,467,603 on the common stock of Angeles
Chemical Co. as of April 30, 1996. Based on 54,065 A and B common shares outstanding, the
value per share is $27.15. This evalvation is derived from a modified adjusted book value
approach and is discounted for restricted marketability. The valuation conclusion was transmitted
orally to John Locke on January 14, 1997,

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome
Street Appraisers, Inc.

Eamings prospects ¢an change, as can the general economic climate. Federal regulations require
that the Company's common stock be reevaluated at least annually for ESOT purposes.

Very truly yours,
BRAMSTEDT & ASSOCIATES, INC.

£ D,

Eric M. Bramstedt, CFA
President

EMRB:ew
enclosure

2407 Vista Det Mar Lane Tiburon, CA 94920-1208 Tel 4154339438 Fax 4154350438
114 Sansome 5t.. Sulle 806 San Francisco. GA 94104-3818 Te! 415-362-9000 Fax 4153626492
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INTRODUCTION AND SUMMARY

The Administrative Committee of the Angeles Chemical Company, Inc, Employee Stock
Ownership Plan has requested that we evaluate the common stock of Angeles Cherical Company,
Inc. ("Angeles Chemical,” "Anchem" or the "Company") as of plan year end April 30, 1996
in order to determine the minority interest fair market value of the Company’s caommon stock
for annual Employee Stock Ownership Plan (ESOP) reporting purposes and for use in common
stock transactions involving the Company’s ESOP.

At April 30, 1996, Anchem’s ESOP owned all 14,065 B comumon shares of Company common
stock (26% of the A and B common stock). During fiscal 1996, Anchem made a $6,500 cash
ESOP contribution,

Company Overview

Anchem is a closely held corporation with no present market for its common stock. It is a
regional Southern California liquid chemical distributor whose products are used in industrial,
commercial and retail/consumer applications. Sales in fiscal 1996 rose year-to-year (4%) for
the first time since the early 1990s to $6.88 million. The lopg-term low sales point was
$6.6 million in fiscal 1995 after stabilizing at $8 million for fiscal 1990-1993. Sales in the mid-
19805 were $12-314 million. The Company has recorded operating losses in the 1990s but
reported a net profit of $348,000 in fiscal 1996 on a $542,000 (net) litigation settlement. This
settlement has liquified the Company’s balance sheet and in part provides the economic resources
to remove and replace underground storage tanks and prospectively repurchase outstanding shares
from a retiring stockholder. As of the report date, the Company is forecasting a large fiscal 1997
sales increase and an operating and net profit.

Soil and underground water contamination conditions at Anchem'’s plant are continuously being
monitored and tested, which has required significant on-going testing and other expenses, As
of April 30, 1996 no major new environmental liability or remedial responsibility had been
revealed, although the Company will have to replace its underground storage tanks and conduct
remedial work before the end of the decade.

Like all chernical processors, Anchem and its customers have faced substantial environmental
regulations and enforcement in the Los Angeles Basin. These have seriously impacted Anchem’s
industrial business base and combined with the 1990-1993 California recession caused Anchem’s
sales to drop 20% in the early 1990s and the incurrence of break even or net losses in 1992-1995.

Given the operating loss history, the ESOP valuation for several years has been prepared on an
asset rather than income basis. An adjusted book value approach was employed at April 30, 1994
and 1995 and is again being employed at April 30, 1996. The Company’s balance sheet has
included a large (shareholder) long-term note since January 1, 1994,

BRO00004



Valuation Criteria

We have valued the common stock of Anchem based upon: (1) the pertinent reguiations and
principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an
analysis of the Company's financial statements, forecasts and other information; (3} discussions
with management; (4) analysis of the relevant indusetry conditions; and other factors,

The basic rules for valuation are laid down in Revenue Ruling 59-60 issued by the Internal
Revenue Service in March 1959 (as modified by Revenue Ruting 65-193). The rulings define
"fair market value" as follows:

"...the price at which the property would change hands between a willing buyer and a willing seller
when the former is not under any compulsion to buy and the latter is not under any compulzion
to sell, both parties having reasonable knowledge of relevant facts. Court decistons frequently state,
in addition, that the hypothetical buyer and seller are assnmed to be able, as well as willing, to
trade and be well informed about the property and concerning the market for such property.”

This definition is widely accepted and used in courts of law and in tax literature and is the most
widely used approach in valuing closely held securities. It is the basic definition upon which
we have relied in determining the fair market value of the Company’s stock. Revenue Ruling
59-60 was issued for estate valuation purposes, but is not limited to that usc. Tt serves as a guide
in virtuatly all valuation situations requiring the determination of fair market vatue,

In 1988, the Department of Labor (DOL) issued proposed regulations on "Adequate
Consideration” which addressed valuation issues affecting Employee Stock Ownership Plans,
These proposed regulations endorsed Revenue Ruling 59-60 and set forth other factors to be
considered in valuing securities for ESOP purposes. In 1995, the DOL withdrew the proposed
regulations; however, ESOP practitioners still consider these proposed regulations in conducting
ESOP security valuations.

Consequently, this report has considered the following factors:

— The history of the Company and the nature of the business

—  General economic outlook and the outlook of the particular industry

— Book value of the stock and the financial condition of the business

— Earnings capacity of the Company

—  Dividend paying capacity

— Whether the enterprise has goodwill or other intangible value

—  Sales of stock and the size of the block to be valued

—  Market prices of stock of other comparable companies traded on exchanges

22-
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These eight factors are fundamental to any appraisal of closely held securities. They are not,
however, all-inclusive. Other factors relevant to the subject valuation were also considered, such
as the ESOP repurchase liability and its effect on the application of a marketability discount,

Valuation History and Conclusion

This valuation represents an update of prior appraisals of Anchem’s common stock for ESOP
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., a
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair
market value findings for the past five fiscal years:

Angel ical Co.
Swrmnary of Fair Market Value Determinations
F1996-1992
Timeg
- Aggregate Per Percant of Gross Working
Daate ESQP Value Share Sales Assels nit Profit Capital
4/30/96 $1.467,603 $27.15 21.3% 33.7% 81%  0.76X 0.94X
4/30/95 1,187,463 22.00 18.0 373 81 0.60 0.99
4/30/94 1,421,555 26.30 204 41,2 81 0.64 0.93
4/30/93 1,650,000 30.50 204 521 92 0.68 1.06
4/30/92 1,621,000 30.00 201 51.3 02 0.83 1.10

Based upon our analysis of Angeles Chemical Co., Inc., our experience in the valuation of
closely beld securities, and the consideration of the factors set forth in this report, we are
of the opinion that the aggregate minority interest fair market value of the common stock
of Anchem for Employee Stock Ownership Plan purposes as of plan year end April 30, 1996
was $1,467,603, or $27.15 per share based upon 54,065 shares of A and B common stock
outstanding.

This determination of fair market value is based on an adjusted book value approach and is
discounted for restricted marketability.

In January 1994, Anchem’s real property in Santa Fe Springs was transferred from the three
founder/shareholders to the Company for $648,000 in the form of Company 14-year notes. The
price was negotiated by the principals and does not represent arm’s-length fair market value as
determined by a fall 1996 independent real estate appraisal. The property’s marketability to a
third-party buyer is impaired until its environmental problems are cured, In the appraiser’s
opinion, the face amount of the three (original) $216,000 7-1/2% 14-year notes may also be well
above their third-party fair market value.
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Spencer & Jones (S&J) Litigation Award

In Aupust 1994 a Los Angeles Superior Court jury awarded Anchem $527,000 for €conomic
damages suffered by the Company as a result of alleged improper contractor installation of
underground storage ianks and piping in the early 1980s which subsequently caused soil
contamination, The defendant, Spencer & Jones (S&J), posted bond and appealed the award.
In April 1996, the Appeals Court refused to hear the case and Anchem received a cash litigation
setilement of $640,000 (before expenses) in a damage award including interest. The S&]J suit
was originally filed in early 1993.

At April 30, 1994, the appraiser did not consider this potential monetary award as a "contingent”

asset for valuation purposes, In the valuation at April 30, 1995, some implicit recognition was
given to this contingent asset.
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II. SCOPE AND LIMITATIONS OF THE VALUATION REPORT
Limitations

The purpose of this valuation report is to determine the fair market value of the common stock
of Anchem on a minority interest basis as of plan year end April 30, 1996 for annual ESOP
reporting purposes and for use in common stock transactions involving the Company’s ESOP.
This appraisal is valid only for the appraisal dates specified herein and valid only for the appraisal
purpose specified herein. No other purpose is intended or should be inferred.

In preparing this valuation, Bramstedt & Associates has relied upon and assumed the accuracy
and completeness of all financial, statistical and other information provided by Anchem.
Bramstedt & Associates has also considered information based upon other publicly availabie
sources which it believes to be reliable; however, Bramstedt & Associates and the appraiser do
not guarantee the accuracy and completeness of snch information and have not independently
verified the financial statements and other information. The appraiser is not aware of material
omissions or understatements from management and other sources which would affect values
contained in this report. The fair market value arrived at herein represents the appraiser’s
considered opinion based upon the facts and information presented to him. No legal opinion is
expressed by this report and its accompanying documents.

This valuation report does not specifically address the financial impact, if any, of matters requiring
special expertise or knowledge not generally held by business appraisers. As such, this report
does mot address in significant detail issues involving toxic contamination, hazardous waste,
engineering and structural soundness, litigation and legal concerns, etc.

In preparing this valuation report, a variety of data and assumptions has been used. The financial
information on past performance has been gathered from Anchem’s financial statements for the
past five fiscal years, We have included in Appendix I a copy of Ancher's most recent financial
statements, prepared as a compilation, as amended, by Singer, Traynor & Co., CPAs, for the
fiscal year ended April 30, 1996.

General expectations of future financial performance for fiscal 1997 have been provided to us
by the management of Anchemn. Interviews have been held with members of management and
with certain outside sources regarding certain Company events.

Neither the appraiser nor Bramstedt & Associates, Ioc. has any present or contemplated future
financial interest in Anchem, and the fee for this valuation is not contingent upon the fair market
value determined. The qualifications of Bramstedt & Associates, Inc. to undertake this valnation
are set forth in Appendix H.

The analysis, opinions and conclusions were developed, and this report has been prepared, in
conformity with the Uniform Standards of Professional Appraisal Practice,
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Scope

The marketability of the subject company’s stock, the contyol position of majority shareholders,
and the relationship of these factors to the block of stock being valued can affect the concluded
value. In valuing a block of stock, JRS Revenue Rulings and court decisions provide a basis for
concluding that a discount is valid for an absence of marketability if the value base does not
already reflect the lack of marketability. Further, a minority stock interest in a closed corporation
is usuatly worth much less than a proportionate share of the entity value of all the corporate stock.
Discounts can range from 10% to 30% or morc. When minority interest and lack of marketability
discounts are both applied, they are sequential.

This valuation is specifically intended to establish a per-share fair market value for shares to be
issued or sold to the Company’s Employee Stock Ownership Trust (ESOT). This report does
not address the value of the Company as an entity. The value of the Company as a whale, with
the attendant rights to control the direction and growth of the Company, to influerce or control
compensation and dividends, to change management, 1o acquire other companies and/or business
operations, or to sell or merge the Company, may be greater than the total value implied by this
valuation. On the other hand, the value of minority interest shares held ountside of the ESOT
would probably be less than the value determined in this report. An ESOP with a "put” option
obligating the Company to repurchase the shares held by participants provides a valid market
for such stock. Minority interest shares held outside of the ESOT would by necessity be
discounted for their inherent lack of marketability.
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THE COMPANY

History

Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used
in coating and other processes. In fiscal 1996, sales of solvents were $1.23 million and sales
for Bortz were $5.65 million compared to $1.83 million and $4.85 million respectively in fiscal
1995. (In January 1995, the Packaging and Bortz divisions were combined, so historical sales
profiles are not directly comparable. }

There continues to be a relative and absolute decline in commercial solvent sales. Specifically,
since fiscal 1991 solvent sales have fallen from $3.9 million to $1.23 million, while packaging
and Bortz sales have gained $1.8 million to $5.65 million. Bortz is a packager of paint thinner
and finishes for the consumer/retail market and its gross margins are over fifty percent better
than those for solvents. Anchem’s consumer/industriaf sales mix is now 70/30, up from 50/50
in earlier periods.

Since the peak in 1982 at $16.8 million, Company dollar sales fell 61% to a low of $6.6 million
in fiscal 1995. Sales increased in fiscal 1996 to $6.88 million, their first upturn since the 1980s.
Physical volume declined even more because of periodic price increases. The 15-year sales drop
reflected the loss of major accounts as many commercial customers moved out of Southern
California or changed their supplier source away from Southern California. The ever-increasing
environmental regulations in Greater Los Angeles have created an expensive and difficult operating
circumstance for chernical processors and distributors and their customers. The 1990-93 recession
in the region was also a depressing factor. Management contimes to emphasize less
environmentally sensitive consumer products.

In fiscal 1996, Anchem had about 70 active industrial customers and 400 in the packaging
division, compared to 119 industrial and 362 packaging in fiscal 1995, Most are located in
Southern California. Ellis Paint Company, owned by Robert Berg, an Anchem founder and
shareholder, is an important customer,

Anchem's basic raw materials are these organic chemicals — propylene, glycol, toluene, ethylene
glycol, acetone, mineral spirits and alcohols, These are forms of petroleum distillates which are
purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials. The Company
has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each and four above-
ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three of 6,000 gallons
each. Many of the storage tanks are not now used given the decline in sales and volume since
the 1980s.

As of April 1996, Anchem had 28 full-time employees, unchanged from a year earlier.

Anchem carries a $2 million product liability insurance policy.
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Company Facilities and Property

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre
site in Santa Pe Springs, California. The land, structures and improvements are Company-owned.
On Yapuary 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the
three founding and two current shareholders to the Company in consideration of three equal 14-
year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. The total yearly
principal and interest payments of $72,000 equal the former rent paid to the partnership and the
transaction was thercfore cash flow neutral to Anchem (on a pretax basis).

The land transfer price was determined by the thuee parties on other than an arm’s-length "third
party" negotiated basis and which basis was not specifically disclosed to the appraiser. In
November 1996, a "limited appraisal” of the real property was prepared by Thomas M. Pike,
Jr., MAL. Mr. Pike rendered an opinion of value of $535,000 to $625,000 assuming a market
exposure of 6 to 12 months. This valuation assumed the property was not encumbered with
environmental problems and clean-up costs. Based on his observations and discussion with
Mr. Pike and SCS Engineers, the appraiser believes property ownership could be deemed
transferable to a third party at market value after the removal of underground storage tanks,
contaminated soil, eic. bas been completed and appropriate regulatory agency certification is
received. As of the appraisal date, the fair market value of the property is significantly impaired
and is well below the $648,000 stated book value. This circumstance is reflected in the valuation
conclusion,

In addition to its Santa Fe Springs facility, Anchem rents a2 warehouse in Santa Fe Springs for
decorating containers and moved its distribution activity from Los Angeles to a rented warehouse
in E1 Monte in November 1995.

Samson Chemical Co. Joint Venture

On March 31, 1991, Anchem entered into 2 five and a half year agreement with Saramco, Inc.,
dba Samson Chemical Co., to operate on a joint venture basis for five years beginning October 1,
1991. Under the agreement, on September 30, 1996 Samson ceased operations and transferred
to Ancherm its distributor relationsbips and its business and customer accounts.

On a combined basis, Anchem/Samson sales in fiscal 1996 were $9.8 million, indicating Samson’s
sales are mnning at $2.9 million annually. Samson's income {as defined by the agreement) is
shared equally by the partners. In fiscal 1996, Anchem’s income share was booked at $90,000
versus $120,000 in fiscal 1993.

Anchem also has a distribution agreement with East Bay Oil, a Northern California chemical

distributor, and a Pboenix warehouse to further broaden its customer, business and geographic
base and replace lost sales in the Los Angeles Basin.
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Management and Ownership

The Company senior management as of April 1996 consisted of:

Officer Title Joined Co. Age
John Locke President, CEO 1911 6o
Rebor-Borg- Secretary/Treasurer 1871 64
Rober-Easter President - Samsfon Chemical 1990 63
James Locke Operations Manager 1285 12
ForVaNomey - Controller ‘ 1590 39

John Locke has indicated that he may retire as an active officer when he turns 70 but may
continue as a consultant. As of fall 1996, Mr. Berg indicated his intent to retire from the
Company and sell his 20,000 "A" shares and approximate ESOP account 3,900 "B" shares to
the Company and Mr, John Locke on a part cash, part deferred payment basis. As of January
1997, negotiations on the price and terms of this stock buyback had not been completed. Since
this event was reasonably forccastable at the time of the litigation settlement in April 1996, it
is a consideration in the ESOP valuation as of April 30, 1996.

Tim Mahoney has resipned as Controller as of December 31, 1996 and is functionally being
replaced by Ted Singer of Singer Traynor & Co., Anchem's accountancy company.

The Board of Directors consists of John Locke, Robert Berg, and Amold Rosenthal, all founders.

As of April 30, 1996 there were 40,000 Class A and 14,065 Class B common shares ountstanding
(excluding treasury stock) as follows:

Holder Number of Shares
John Locke 20,000 A shares 37%
Raobert Berg 20-000r A shares —37
ESOP 14,065 B shares _26
Total 54,065 A&B shares 100%

Class A common stock is voting and Class B is nonvoting, Otherwise, the two classes are equal.
A vatuation discount for the nonvoting Class B stock has not been taken by the prior appraisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event except for major corporate issues.

Environmental Issues tpdate

The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail
the regional agencies which repulate Anchem’s operating and environmental activities, According
to management and SCS Engineers, its environmental consultant, as of April 30, 1996 the
Company had no environmental agency violations or citations.
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However, beginning in fiscal 1993 and contiauing into fiscal 1997, Anchem and SCS are working
with the California EPA on its on-site program to investigate for possible groundwater
contamination relating to an adjacent California Super Fund site (McKesson property). In this
connection, Anchem incurred state fees and incremental services from SCS.

The prior reports discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far have found soil and
ground water problems which have not been completely characterized. No major remedial work
has yet been undertaken. By 1998, Anchem could be required to start replacing its underground
tanks on a progressive basis. In August 1996, Anchem received a preliminary cost estimate for
tank pull and replacement, contaminated soil removal and ground water remediation from Bio
Base Remediation Co., Inc. of Newport Beach, California of $624,640 as follows:

* Tank Pull (32 tanks) $154,000
* New Tanks (15) 230,640
= Remediation/Related Work 240.000

Total Estimate $624.640

No timeframe was given for this work, nor is a specific funding source indicated. Some financing
is available from the litigation settlement and some may be generated from operating cash flow
over time; however, there is no assurance that Anchem will be able to fund this program in a
reasonable time period. Some reimbursement may be available from the State of California,
By interpolation, the estimated cost to render the property "marketable” would be about $400,000
($625,000 less $230,000 for new tanks).

By its business nature, Anchem coniinues to incur legal, testing, remedial and consultant costs.
The appraiser does not believe the Company has been able to pass these costs, which have become
material, through to its customers, thereby impacting profit margins. SCS consuiting costs have
fluctuated but in fiscal 1995-96 were averaging $3,000 a month. SCS worked with management
and counsel on the S&J suit.

Beginning in January 1993, Anchem is participating, as required by its major supplier contracts,
in a comprehensive storage, operational, health, safety, environmental and emergency response
program called "Responsible Distribution Process” created by the National Association of
Chemical Distributors, who will sponsor on-site audits. A full-time compliance and safety officer
reports to Operations Manager Jim Locke. Employee traming for RDP is required. There have
been incremental costs for implementing the program.

Ongoing environmental eacumbrances on Anchem’s business and profits have been reflected in
the valuation conclusions since fiscal 1989.

-10-
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The Economy

The following discussion and analysis of the national economy for the second quarter of 1996
is based upon a review of current econormic statistics, articles in the financial press and economic
reviews found in current business periodicals, as prepared by Mercer Capital. The purpose of
the review is to provide a representative “consensus” review of the condition of the national
economy and its general outlook at the end of the second quarter of 1996,

General Economic Overview. Real Gross Domestic Product (“real GDP”), the output of goods
and services produced by labor and property located in the United States, increased at an
annualized rate of 4.2%, or about $70.8 billion, in the second quarter of 1996, according to
preliminary estimates released by the Department of Commerce’s Bureau of Economic Analysis
(*BEA™). In the first quarter of 1996, revised growth in real GDP was 2.0%, or about $33.6
billion, and lower than the originally reported annualized rate of 2.8%. Growth in real GDP
for all of 1995 was 2.0%, down from 2.2% and 2.7% for 1993 and 1994, respectively, and the
lowest since a 1.0% recessionary decline in 1991, According to the BEA, the second quarter
GDP results reflected increases in most sectors of the economy except nonresidential construction
and net exports. Typical of most robust quarterly GDP growth measures, personal consumption
and governmental spending represented the largest increases.

The Composite Index of Leading Economic Indicators, the government's primary forecasting
gauge, ended the second quarter with a strong 0.5 increase in June to 102.9 {1987 = 100), an
all-time high for the measure, according to The Conference Board. The index attempts to gange
economic activity six to nine months in advance. Multiple consecutive moves in the same
direction are said to indicate of the general direction of the economy. The index has increased
five months consecutively and six of the last seven months since December of 1995, The index’s
overall performance suggests that the economy will continue a strong pattern of growth.

Financial markets recovered in April after a late first quarter stall in an otherwise surprisingly
strong equity environment. However, early strength gave way to speculation that interest rates
would soon rise while both the high-tech sector and blue chip companies were showing signs of
weakening performance via lower than anticipated earnings. By the end of the 2nd quarter, equity
markets had flattened and were beginning to decline. Market observers note that, for the first
half of 1996, new mutual fund investment activity had already exceeded that experienced in all
of 1995. Many analysts have doubts as to the sustainability of that pace and suspect that the
markets may be in for a near-term correction. Contrary to the generatly favorable eqnity markets,
the bond markets suffered significant setbacks throughout most of the second quarter but managed
to show a modest vptick in late June on speculation that the Federal Reserve might leave interest
rates unchanged.

The consensus outlook for the economy durieg the second half of 1996 suggests better than
expected growth with increasing inflationary pressures. Growth in GDP is estimated to be near
2.5% with inflation falling between 3.0%-3.5% and unemployment levels remaining below 6,0%,

Consumer Spending and Inflation. The seasonaily adjusted annualized rate of inflation for the
three-month period ended in June was 3.2%, compared to 4,0%, 2.4%, and 1.6%, respectively,
for the prior three quarters. The outlook among most economists is for inflation to increase

-11-
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somewhat during the second half of 1996, and that inflation for the entire coming year should
approximate 3.0%-3.5%. According to the Commerce Department, retail sales for the month
of June showed a decrease of (L.5% (revised from an originally reported decline of 0.2%).

The Stock and Bond Markets. The Dow Jones Industrial Average (“DJIA™) closed the second
quarter at 5654.6, an increase of only 1.2% for the quarter, The Standard and Poor's 500
Composite Index gained 3.9% during the second quarter to close at 670.63. The technology-laden
NASDAQ Composite Index gained 7.6% during the second quarter to close at 1185.02 after
gaining 4.7 % in the first quarter of 1996. The bond market continued its unfavorable performance
through most of the second quarter.

Interest Rates. The Federal Reserve (“Fed”) left short term interest rates unchanged after the
May 21st meeting of its Open Markets Committee. Despite some significant concerns about the
course of economic growth and rising inflation, the Fed remained idle, seemingly deliberate in
its attempts not to spark any controversy during the politically sensitive national campaign period.

Construction, Housing and Real Estate. According to the U.5, Commerce Department’s Bureau
of the Census, new privately owned housing starts increased to a seasonally annualized rate of
1.48 million units in June, or about 1% higher than revised May estimates of 1.46 million units.
Overall activity for 1996 through June reflects an increase of about 14% from the same period
ONE YEear ago.

Employment. According to the Labor Department’s Bureau of Labor Statistics, unemployment
levels during the second quarter plunged to 5.3% in June after rising to 5.6% in May from 5.4%
in April, Strong employment data has recently been a primary negative component in the financial
markets with generally higher than 1995 job creation thus far in 1996. Most analysts estimate
that unemployment levels below 6.0% are likely to persist throughout the balance of 1996.

Summary and Owtlook. Economic growth was a surprising 4.2% in the second quarter of 1996,
after slowing considerably at the end of 1995 and registering a revised 2.0% annualized rate in
the first quarier. Consensus estimates of growth in GDP for 1996 hover near 2.5%.

California Economy. Asof fall 1996, California’s economy was continuing its multi-year recovery
from the severe eatly 1990s recession, particularly in Southern California. Personal income,
- taxable sales, non-farm employment and other economic indicators all showed expansion at or
above the national rate. The state’s unemployment rate dropped below 7.0% for the first time
in many years but is stiil above the national 5.2% rate, The Federal Reserve Bank of San
Francisco and other sources predict another solid state performance in 1997. An anomaly in the
curreént expansion has been the failure so far of residential construction to recover above the
100,000 unit level for a variety of economic and demographic reasons. The FRB is forecasting
some improvement in this sector in 1997. (The peak was 300,000 housing units in 1986.)

-12-
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Financial Analysis and Review

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1992-
1996. These financial staterents have been thoroughly examined and discussed with management.
A copy of the Company’s financial statement for the fiscal year ended April 30, 1996, as
amnended, and prepared as a compilation (without footnotes) by Singer, Traynor & Co., CPAs,
is aitached as Appendix 1.

The results of our review and analysis of Anchem’s financials are contained in the exhibits
outlined below:

Exhibit A Comparative Income Statement, FY1992-1996
Exhibit B Comparative Balance Sheets, FY1992-1596
Exhibit C Selected Financial Ratios, FY1994-1996

These exhibits are presented at the end of this section of the report. The following comments
and observations are based upon Bramstedt & Associates’ review and analysis of the Company’s
financial statements, Saramco’s operations are not consolidated but are incorporated in a one-line
(miscellaneous) income entry, "income split - Samson. "

Exhibit A contains Anchem’s comparative operating staternent in terms of dollars and dollars
as a percent of sales for the period fiscal 1992-1996.

Angeles Chemical Co.
Gross Profit_& Sales

F1996-1992

[+ 2y gt
10

Sales of $6.88 million in fiscal 1996 were up 4.0% from fiscal 1995. COGS rose a greater 6.6%
to $4.96 million (72.1%) in fiscal 1996. Gross profit was flat at $1.92 million (27.9%). Gross
margin in fiscal 1995 was 28.7%.

-13-
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Operating expenses were down 3.1% to $2.15 million (31.3%) in fiscal 1996. Higher salaries
and wages were offset by lower outside labor and truck expenses. The Company reclassified
in fiscal 1995 its contarnination and clean-up costs (of $168,000) to "other expense” rather than
showing it as an operating expense. In fiscal 1996, this category showed an income of $342,000,
reftecting the litigation award net of expenses.

Flat year-to-year gross profits and operating expenses translated into a modest fall-off in operating
loss to $231,000 (3.3%) in fiscal 1996. Anchem has recorded operating losses throughout the
1990s.

Net other income was $640,000 (2.3%) in fiscal 1996, boosted by the lawsuit award, compared
to $18,000 in fiscal 1995. Similarly, pre- and post-tax profit was augmented to $360,000 (5.2%)
and $347,000 (5.1%) respectively in fiscal 1996 from losses pre- and post-tax of $289,000 in
fiscal 1995. At April 30, 1995, Anchem had a net operating tax loss carryforward which was
used to shelter the litigation award income.

Exhibit B contains Anchem’s comparative balance sheet in terms of dollars and doilars as a
percent of asseis for the period fiscal 1992-1996.

With the property acquisition at January 1, 1994, Anchem’s balance sheet profile changed with
an increased fixed plant component, although current assets are still 81% of total assets of
$4.36 million at April 30, 1996. Also for the first time and since fiscal 1994, Anchem has
significant long-term debt in the form of a 14-year 7.5% $611,000 note (as of April 30, 1996)
payable equally to two current and one former shareholder — on which annual principal and
interest payments aggregate $72,000, Thus Anchem has become more leveraged and capital
intensive, The profile further changed at April 30, 1996 with the litigation settlement as the
Company became relatively more liquid and financially solvent.

At April 30, 1996, corrent assets were $3.5 million (80.7% of total assets), up 50.9% from
$2.3 million (73.2%) at April 30, 1995 as follows:

Due from litigation — $640,000 (14.7%) versus zero at April 30, 1995
Cash and equivalents — $280,000 (6.4%), up $201,000
Accounts receivable ~— $1.05 million (24.2%), up 35.2%
Tnventories «~ $1.23 million (28.2%), up 21.3%
QOther — $317,000 (7.2%), down 31.4%
{see Schedule 2, Appendix I for list of deferred charges)

At April 30, 1996, net fixed plant was unchanged at $827,000 (19.0%). Other assets (Samson
investment) dropped to $13,000 (0.3%). Total assets were up 36.8% 1o $4.36 million.

-14-
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Current liabilities at April 30, 1996 were $1.97 million (45.1% of total liabilities and equity),

up 73% from $1.13 million (35.7%) a year earlier as follows:

Accounts payable — $1.53 million (35.2%), up 54%.
Drum deposits — $7,000, unchanged
. Bank and other notes payable — $330,000 (7.6%) versus $62,000 (2.0%) at
April 30, 1995 on the incurrence of a $269,000 short-term bank note
. Accrued expenses —- $60,000 (1.4%), up 36.4%
" Current portion - debt — $35,000 (0.8%), up 29.6%

The long-term note of $580,000 (13.3%) at April 30, 1996 was unchanged.

Shareholders’ equity rose 23.7% to $1.8 million (41.6 %) at April 30, 1996 on the net profit and

to the level of fiscal years 1991-19%4.

Exhibit C presents selected financial and operating ratios for fiscal years 1996-1994. For fiscal
1996, many of these ratios are distorted by the large litigation settlement (income). It shows some

stabilization in current and quick ratios to 1.78X and 1.00X respectively at April 30, 1996.

Angeles Chemical Co.

Working Capital
F1996-1992

(F tH)

.00

sk

1.50f
1.2:5
v caf
0.7k
p.50f

D.25F

n.o0k

Working capital, which is composed of cash due from litigation, accounts receivable, cash and
equivalents, inventory, accounts payable and short-term debt, rose 30% to $1.55 million in fiscal
1996 from fiscal 1995 and back to the fiscal 1993-94 levels. The sales to working capital ratio
decreased to 4.4 times from 5.5 times at April 30, 1995. Inveniory nirns dropped to 4.0 times

in fiscal 1996 from 4.6 times in fiscal 1995 on higher inventory.

-15-
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Appendix I contains a statement of cash flows for fiscal 1996 which is summarized and compared
to fiscal 1995 and 1994 as follows:

F19%6 F1995 E1394

«==((300)--~
Net cash from (used):
QOperating activities {$138) ($271) 5
Investing activities a7 54 {59%)
Financing activities 272 {48) a36
Net chenge in cash (320D ($266) $_28

The litigation award, which was completely collected by late fall 1996 and therefore equal to cash
created an enhancement in the Company's overall financial position and a liquidity improvement
at April 30, 1996. During fiscal 1996, Anchem used cash, bank loans and higher accounts
payable to fund increases in accounts receivable and inventories. One use of the lawsuit awards
is to reduce the hank loan and unusually high payables.

Management is projecting improved sales and an operating profit for fiscal 1997, which if
achieved would be the first this decade, This forecast is supported by strong sales improvement
and operating income for the six months to October 31, 1996.

-16-
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SOURCE: Company fimancial statements (Lmawdited).

ANGELES CHEMICAL CO.
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AMGELES CHEMICAL cO.
Exhibit €

-1

Solected Ratio Analysig
EY1996- 1994

Ligquidity Ratjos

Current
(Current Asaets divided by Current tiabitities)

Quick
(Cagh & Accounts Receiveble divided by Current Liabilities)

Working Capital (%000)

Sales/Receivables
(Sates divided by Accounts Receivable)

salegAdorking Capital
{Sales divided by Working Capital)

Cast of Goods Sold/Inventories
{Coat of Goods Sold divided by Inventories)

Coverage Ratjos

ERIT/Intarast
{Earnings before Interest & Tax divided by Interest Expense)

taah Flow/Maturity LTD

{Net Income + Pepreciation Expenses
divided by Note Payable and Current Debt)

Leverage Ratios

frebst fuarth
{Total Liabilities divided by Met Worth)

Long-Term Liabilities/Worth
{Liabilities over one year divided by Net Horth}
Operating _Rgtios

Tatal Asset Turnover
(Sales divided by Average Total Aszsets)

Return on Equity
(Net Income divided by Average Stockholders’ Equity)

Return on Assets
{Net Income divided by Average Azseis)

NHeg, = Negligible

SURCE: Company stetements atet Bramstedt & Associates.

FY 4/30:

1996

1.78

1,00

1553
6.5

4.4

4.0

8.3

1,06

1,40

0.32

1.6

21.2%

?.2X

2.0%

0,74

1196

a.5

5.5

Neg.

1.7

0.40

2.0

(17.9%)

(8.7X)

.41

1.43

1528
5.8

b.6

5.4

Neg.

Neg.

a.87

0.35

2.02

(3.0%)

(1.6%)
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VYALUATION

In arriving at a minority interest fair market value determipation for Anchem, Bramstedt &
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to
the valuation of closely held companies and in the Department of Labor’s (DOL) proposed
regulations on "Adequate Consideration" as they relate to the valuation of securities for Employee
Stock Ownership Plan purposes. The following comments represent our findings with regard
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations
on "Adequate Consideration” as they pertain to the valuation of Anchem. The following
references to Revenue Ruling 59-60 implicitly include the DOL’s proposed regulations.

Book Value

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely
held company. Anchem’s stated book value was $1,813,671 or $33.55 a share as of April 30,
1996.

Normatly, book value or adjusted book value is not afforded much weight or consideration in
the valuation of an operating company such as Anchem. Such type companies are normally valued
on earnings and/or cash flow capacity. Because of depressed operating results, the appraiser chose
to use book value as fair market value for ESOP purposes as of April 30, 1987 and has used it
as a valuation reference since then.

Dividend Hi Capacity an abilit

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity
in valuing closely held securities. Anchem has recorded a small profit in only two of the past
five years.

The Company has not paid any dividends on its common stock and has no intention of changing
this policy at this time. This policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend income and which company
has not been profitable.

Normally, earnings reinvested in the growth of a company can be expected to earn at a greater
return than dividend income invested in other investment opportuitities with similar risks
and prospects. Consequently, shareholders will ultimately benefit from the current policy to
reinvest earnings in the Company’s growth rather than to pay cash dividends,

Guideline Companies — Publicly Traded

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of
corporations engaged in the same or a similar line of business having their stock actively traded
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive
search for public companies which can be deemed to be similar to Anchem. No single company
proved to be a worthy publicly traded guideline company. Public companies are generally much
larger and more diverse both geographically and in business operations.

17-
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Cash Flow and Earnings Capacity

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow,
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow
is pretax income plus ESOP contribution plus depreciation. Depreciation in fiscal 1993, 1994,
1995 and 1996 was $44,000, $49,000, $50,000 and $41,000 respectively. ESOP contributions
were $16,200 in fiscal 1993, $8,000 in fiscal 1994, none in fiscal 1995 and $6,500 in fiscal 1996.
Anchem’s earnings and cash flow as just defined for fiscal 1996 to 1993 are shown below:

Cash Flow
Pariod det Jncome (Lous) Avallable After Tox
F1996 $347, 000 407,009 $388,000
F1995 (289,000} ¢238,000) (239,000)
F19%4 {54,000) 3,000 (5,000)
F1993 49,000 113,000 93,000

Note: Figures have been rounded,

Because of the erosion of the Company’s earning and cash gemerating power, the income
methodology is not now being used. The fiscal 1996 profit is entirely from the litigation award.

VYaluation Jssues — General

Due to insufficient demonstrable earning power and thin cash flow prospects, Bramstedt &
Associates and the appraiser once again must look to the balance sheet (asset approach) for
valuation purposes as in fiscal 1993-1995, when we employed an adjusted or modified book value
approach.

Generally, capitalization of income and cash flow streams is the appropriate methodology for
determining the equity fair market value of an operating company such as Anchem. The decision
to utilize adjusted book value (and working capital) in the recent past is based on the factors
discussed in these and prior reports and the appraiser’s experience and knowledge in deriving
equity values of closely held companies.

Since the Company "booked" the underlying real estate with the related debt in fiscal 1994, the
valuation method was reexamined for fiscal 1994, As Anchem has long-term debt, working
capital does not accrue directly to the shareholders and it was therefore not applicable a3 an equity
vatue indicator as was the case in fiscal 1993’s valuation study. An adjusted book vale method
is subsequently employed.

Valuation Issues — Spencer & Jones Litigation Award
The significant contingent asset created by the Los Angeles Superior Court jury award as appealed
of the then-$527.000 was accorded some "implicit" valuation consideration at April 30, 1995.

The assumption was that procecds from an actual award would be applied by the Company in
several ways (not necessarily all inclusive):

-18-
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. Remedial work and storage tank replacement

- Pay down sharcholder notes or bank debt

- General capital improvements to increase operating efficiency and for working capital
. Repurchase companylﬁSOP stock from John Locke or Robert Berg

The decision and discretion on the application of the court award clearly rests with the control
shareholder/officer(s) John Locke and, conceptually, Robert Berg. A minority Anchem
shareholder — the ESOP — does not receive any direct financial benefit except that the
Company’s overall economic position is enhanced and financial risk lowered.

This is in fact what is occurring: Anchem has substantially paid down its short-term bank debt
subsequent to Aprif 30, 1996; it is negotiating to repurchase Mr. Berg’s stock; and it can dedicate
some of the funds to tank removal, remediation, etc.

Valuation Conclpsion
At April 30, 1996, Anchem’s stated book value was $1,813,671, to which adjustments are made

for the estimated fair market value of the real estate and shareholder notes and a discount for
restricted marketability.

Real Estale Adjustment for Compan il

Stated or carrying value at April 30, 1996 $648,000
Estimated market value (clean) $575,000
Estimated clean-up costs (ex new tanks) {400,000)

Adjusted "market value” $175,000
Consequent adjustment 1o book cost (3473.000)

Adjustment to 14-Year 7-1/2% Sharcholder Notes

Financial statement amount outstanding at April 30, 1596 $580,000
Risk and quality mark-down (200,000)

Estimated fair market value $290,000
Consequent adjustment to book value ($290,000)

Based on his knowledge and analysis of Anchem, the Company’s recent unprofitable operating
record, poor note interest and asset coverage, and the bond's restricted marketability, the appraiser
believes a knowledgeable third party investor would require an effective 15% high risk bond yield
{or about twice the 30 year T-bond rate), thus effectively reducing the bond’s trading value by
50%.

- -19-
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Anpeles Chemical, Ine,
Determination of ESOP Fair Market Value (FMV)

Apri} 30, 1996

Stated Book Valoe 51,813,671
Mark to Market:

Land - deduct (473,000)

Shareholder note - add 290,000
Adjusted Book Value $1.630,671
Less 10% Discount for Restricted Marketability 163 067
ESOP FMV $1,467.604
On 54,065 A & B Shares $27.15/share

This valuation appreach produces an indicated fair market value (FMV) for ESOP purposes
of the equity ownership of Angeles Chemical as of April 30, 1996 of $1,467,603 or $27.15
per share on 54,065 A and B common shares outstanding. This is 81% of book value and
21% of sales (see page J3).

As of the ESQP plan year which began May 1, 1987, the ESOP Administration Committee set
a policy of paying plan participants terminated for reasons other than retirement at age 65 in five
annual cash pay-outs commencing on the first anniversary of termination. Terminated plan
participants sell 20% of their stock to the ESOP in each of five years at the fair market value
applicable for each year. Accordingly, the above derived value reflects a discount of 10% or
the same as applied at April 30, 1995. This marketability discount conceptually reflects the time
value of money under the deferred pay-out program now in effect.

Recent Stock Sale and Valuation

Revenue Ruling 59-60 suggests that arm’s-length sales to knowledgeable unrelated third parties
in the recent past would be a basis for valuation.

There have been no such recent transactions.

-20-
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CONCLUSIONS

Based on our experience and general knowledge in determining the value of closely held
companies and upon the consideration of ail factors previously discussed, Bramstedt & Associates
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical
Co. for ESOT purposes is $1,467,603 or $27.15 per share as of April 30, 1996 on 54,065 Class
A and B shares outstanding. This valuation is based on an adjusted or modified book value
approach.

Specific positive factors concerning Anchem were: the favorable resolution of the Spencer &
Jones litigation and the favorable financial and economic impact of the $640,0600 award: a slight
fiscal 1996 sales increase, the first sales uptick in several years; forecast for sales increase and
an operating profit in fiscal 1997; and a recovering California economy.

Unfavorable factors were: the hostile operating environment for small chemical processors in
heavily populated urban areas such as Los Angeles with the attendant ongoing compliance costs;
the sixth consecutive year of operating losses; the substantial and only partially financed costs
for underground storage tank replacement and related clean-up costs and the prospective financial
impact of the ESOP/Berg stock repurchase.

This valuation is as of April 30, 1996; and, since it is based upon recent financial statements,
it should be valid for the near future. However, it is imperative to recognize that the dynamics
of the industries served and general economic conditions can change and invalidate this evaluation,
Federal repulations require that the Company’s common stock be reevaluated at ieast annually
for ESOT purposes.

21-
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
T 300 Ciradel Drive, Suite 300
Log Angeles, CA 90040

October 21, 1996

Angeles Chemical Co., Inc,
8915 Sorensen Ave.
Santa Fe Springs, CA 90670 -

The accompenying balance sheets of Angeles Chemical Co., Ine. es of April 30, 1996 and
April 30, 1995 and the related statements of income and retained eamings and cash flow for the years
then ended, have been compiled by us in accordance with Staternents on Standards for Accounting
and Review Services issued by the American Institute of Certified Public Accoustants.

A compilation is limited to presenting in the form of financiat statements information that is
the representation of management. We have not audited or reviewed the accompanying financial
statemenits and, accordingly, do not express an opinion ot sy other form of assursnce on them.

Menagement has slected to omit substantislly all of the disclosures required by generlly
accepted accounting principles, If the omitted disclosures were included in the financiel statements,
they might influence the user's conclusions abous the Company's financial position and results of
opetations. Accordingly, these financial statements are not designed for those who are ot informed
about such matters. .

RFngan, Pracgeen 4 Co.
. %.Ihynor&ﬂu.
Certified Public Accoumants

- . 1
ot e ey
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CUR TS5
Cash

Angeles Chemical Co., Inc.
BALANCE SHEETS
April 30, 1996 and Aprit 30,1595

ASSETS
1996

280,057.52

Accounts Receivable (Nct of Bad Debts Allowances of

£5,000.00 and $5,000.00 Respectively)
Inventortes (Lower of Cost, FIFC or Market)

Due from Statlion Tank Lines, Inc.
Diue from Samson Chemical Co,
Due from Litigation

Due from Other

Empioyee Advances

Deferred Charges - Schedule 2

TOTA RRENT ASSETS

FIXED ASSETS (at Cost)
Land

Office Trailers

Trucks & Autos

Tanks & Plant Equipment
Fumniture & Fixtures
Plant

TOTAL
Less: Accumulated Dapreciation

BOOK VALUE

OTHER ASSETS
Deposits

Investinent in Samson Chemiczl Co.

YOTAL OTHER ASSETS
TOTAL ASSETS

URRENT LIAB ES
Accounts Payable
Accrued Liabilities - Sehedule 2
Income Taxes Payable
Note Payable - Bank of Whittier
Note Payabie - Cither
Drum Deposits
Term Debt - Current - Schedule 2

TOTAL CURRENT LIABILITIES

TERM ule 2
ARE ' EQUITY

1,055,201.72
1,228,538.80
30,228.28
173,799.85
640,000.00
450.00
21,958.36

£9.542.20
3.520,176.91

648,000.00
90.568.00
212,632.00
830,643.00
241,765.00
—_365,599.00
2,398,207 .00
1,570.967.00
82724000

5,080.00

678651
1286651
4360283 47

LJABILITIES AND SHAREHOLDERS' EQUITY

1,535,36R8.59
47.611.76
12,011.00
268.635.13
61,153.41
7,000.00
34,942.56
_1.566,723.45

__579.888.70

Cominon Stock, $0.10 Par Value; 1,000,000 Shares Authorized;

34,065 Shares Issued & Quistanding

Paid-In Capital =~
Retained Eaming

TOT HAREHOLD ' EQUITY
TOT JIABILITIES & SH.

HOLDERS' EQUITY

5,406.50
105,723.80
—L.702,540.97
_LBI13671.27
4,360.283 .42

SEE ACCOUNTANT'S COMPILATION REPORT

1993
78,714.32

780,060.21
1,012,310.16
49,841.28
256.210.16

16,970.96

135,520
2,332,627 61

64%,000.00

99 558.00
189,801.00
822.673.00
237,148.00

- 365.599.00
2.362,789.00
1,540.099.00
__822,690.00

2,580.00

—29.113.87

. 31,693.87

997,558.73
44,049.42

G1,647.92
6,905.00
27 &

1,137.266.73
383,741,

3.406.50
105,723.80
1.354 a4
466,003.19

3187.011.48
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Anpeles Chemicat Co., 1nc.

STATEME F IN ND RETAINED ININ
For the Years Ended April 30, 1996 and April 30,1995
1996 % 1995 %

SALES 6.877,227.82 100,00  6,615,466.19 100.00
LESS: COST OF SALES 495552793 72.06 4,648,193.08 0.2

GROSS PROFIT 192169089 2794 _ 196727311 29.74
OPERATING EXPENSES
Salaries & Wages 563,188.24 8.19 493,900,662 1.47
Compensation [nsurance 28.366.02 041 1207193 042
Qutside Labor 205,889.96 2.99 266,079.93 4.02
Insurance 124,025.96 1.80 122,200.27 185
Truck Expenses 151,380.19 220 208,77239 316
Freight 161 506.08 235 154,774.21 2,34
Corntnissions 141,884.57 209 165,681.53 2.50
Remt 77.2719.713 1.12 7538030 114
Repairs & Maintcnance 117,843.68 1.7 119,641.56 1.81
Plant Expense 111,689.25 1.62 108,464 48 1.64
Printing Expense 9,198.59 0,13 1,72321 0.8
Tank Testing & Lab Expense - 0.00 2547997 039
Auto & Travei 20.946.36 030 34,464.09 052
Bad Debis 26,429.82 0.338 34539 0.05
Bank Charge (180.00)  (0.00) 1068)  0.00
Telephone & Utilities 41,3980} 0.60 45,269.50 0.68
Depreciation 40,868,00 0.59 49.813.00 0.75
Payroll Taxes 55,188.70 0.80 49.060.32 0.74
Professional Services 326752 079 4.71420 083
Taxes & Licenses 49.302.20 0.72 43,606.43 0.66
Business Promotion 31,513.26 046 29.703.27 .45
Qffice Supplies 29.956.77 0.44 25,724.52 0.3%
Comptiter Expense 38,099.80 0.55 40,530,05 0.61
Advertising : 5,249.71 0.08 11,752.85 0.1%8
Profit Sharing Expense 6,500.00 0.0 {467.00) (0.0D)
Employee Welfare 9,876.70  0.14 13,585.62 021
Dues & Subscriptions 9,685.08 0.14 0.480.56 0.14
Equipment Rental 3237986 047 2145068 032
Scminars & Meetings 7.036,06 0.10 4,982.00 0.08
Donations ' 48000 001 73500  0.01

TOTAL OPERATING EXPENSE ~215326992 313} _222216245 3359

OPE ING (LOSS _ (231,57003) (337)  (254,889.34) (3.8%)
QTHER INCOME (EXPENSES) - Scheduie 1 592,049.11  $.61 (33.314.16) (0.50)

INCOME (1,OSS) BEFORE INCOME TAXES 360,479.08 524 (288,203.50) (4.36)
Provision for Income Taxes 1281100  ©.19 30000 0.01

NET INCOME (LOSS} TO RETAINER EARNINGS 347.668.08 5.06 (289.003.50) (437

RETAINED EARNINGS - BEGINNING 1,354,872 89 | __1,641.876.39

RETAINED EARNINGS - ENDING 1,702,540 97 1,354.872.89

SEE ACCOUNTANT'S COMPI ATIAN DEBART
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. Angeles Chemical Co., Inc.
STATEMENTS OF CASH FLOW

For the Years Ended April 30, 1996 and April 30,1995

RATING A VITIES
Net Income (Loss)
Adjustments to Reconcile Net (Loss) to Net Cash
Provided by Operating Activities:
Equity in Income of Affiliate
Depreciation

CA VIDED (U BY OPF TIONS
CASHPF DED BY OF TING ASSETS AND LIABILY :
(Increase} Decrease in Accounts Receivable
(Increase) in Inventories
Decrease in Deferred Charges
{Increas=) Decrease in Other Current Assets
{Increase) in Other Assets
Increase in Accounts Payable
Increase (Decrease) in Accrued Liabilities
Increase (Decrease) in Customer Depaosits
Increase (Decrease) in Incomc Tax Payable

ET CASH EIN PROVID Y OF TING

NET CASH (USED) BY OPERATING ACTIVITIES
INVESTING ACTIVITIES

Distribetions from A fBliate
Purchase of Property, Plant & Equipment
NET CASH PROVIDED RY INVESTING ACTIVITIES

FINANCING ACTIVITIES

Increase (Decrease) in Motes Payable

ETS AND LIABILIT1

INC DECREASE) IN CASH AND CASH EQUIVALEN

ASH AND CASH EQUIVALENTS - BEGINNING OF R

CASH AND CASH EQUIVALENTS - END OF YEAR

SUPPLEMENTAL DISCLO: OF H FLOW [INFORM
Cash Paid During the Years Ended April 30, 1996 and April 30, 199% for:

Income Taxes

Imterest

CREE A/M/AE TR A RTIO SMALERD LA ) femanm

1336
347,668.08

(90,370.64)
40.86% 00
298,165 44

(275.141.51)
(216,228.73)
45,578.23
(540,414.09)
(3,500.00)
537,809.86
3,562.34
95.00
—12011.00
__(436,227.90)
(138,062.46)

112,698.00
(45.418.00)

6728000

72,125.66

201,343,220

78.714.32

280.057.52

S

— 80000

49.456.71

1995
{289,003.50)

{119,965,13)

49.833.00
(359,135 63)

46,542.97
(126,295.71)

27.414.89

65,909.61

133.139.87
{431.54)
(60,651.53)

235900
995.56
(271.140.07

115,078.33

{61,445 00)
53,633.33

—_(48,515.69)
(266,022.43)
344 736 .75
28,714.32

£00.00

5152500
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For

Income Split - Samson Chemical Co,
Terminating Charges

Interest Income

Claims Expense

Compensation Insurance Dividend
Contamination Proceeds (Expense}
Casualty Loss

Factoring Discount

Miscelianeous Income
Miscellaneons Expense

Interest Expense
N N E (EXPENSE

e B R T

Angeles Chemical n¢.

OTHER INCOME (EXPENSES)

& nded April 30, 1996 and A

0,1995

1996

90,370.64
22,645.90
3,260.93
(5,063.62)
542,195.68
(7.133.44)
(8,595.58)
4,526.31
(701.00)

£49.456.71)

592,049.11

Schedule t

% 1995 %
1.31 119965.13 1.8
0.3 3214329 D49
0.05 6,630.57  0.10
(0.07) (8,576.10) (0.13)
36,322.81 0.5
7.88  (168,443.00) (2.55)
(0.10} - 0.00
(0.12) - 0.00
0.07 168.14  0.00
(0.01) - 0.00
0.72) _ (5152500) (0.78)
6l __(33N416) (0.50)
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DEFERRED CHARGES

Property Taxes

Insurance

Leage

Excise Tax - Fuel

Taxes & Licenzes

Employee Benefits

Other

Compensation Insurance
TOTAL

ACCRUED LIABILITIES
Commissions
Sales Taxes
Payroll
Other
TOTAL

TERM DEBT

1. Locke

A. Rosenthal

N. Spieler, Trustee
Jaguar Credit Corp.

TOTAL

TERM DEBT

J. Locke

A. Rosenthal

N. Spicler, Trustee
TOTAL

Angeles Chemical Co., Inc.

AN SCHED

April 1996 and il 30,1995

9,736.63

9.736.63
9,736.63
5.732.67

34,942 56

Current

9.035.22
9,035 22
9,035.22
27.105 66

1996

1,974.34
72,402.80
518.00
1,042,568
172,78
0,121.62

37009
8954229

16,849.31
1,493.21
12.624.36
— 16,644.88
—_47.611.76
1996
Term |

184,843.89
184,843.89
18484389

2535703

- SI888.70

1995
Teorm

194,580.52
194,580.52
.. 194.580.57

— 383.741.56

Schedule 2

1995

1,022.22
95,511.00
518.00
16,843.39
622,00
14,933,27
—3.170.64

. 135.520.52

5.801.90
©.590.80
7.011.25

2164547

o 44,049.42

Tatal

194,580.52
194,580.52
194,580.52

_..31,080.70
_ 61483126

Tota]

203,615.74
203.615.74

__203.615.74
—610.847.22
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BRAMSTEDT

and Associates Incorporated
rinancial Consubting
Business Valuations

Financial Analysis

Qualifications of
Bramstedt & Associates, Inc.

Eric M. Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity
evaluations, securities analysis and investment banking., From 1967 to 1977 Mr. Bramstedt was
a senior security analyst and officer of three San Francisco based institutional research firms
including Sutro & Co. He has prepared over 500 business valuations of closely held companies
for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plans (ESOPs),
buy/sell agreements, marital dissolutions, litigation support, and others. These valuations have
covered a broad scope of closely held and public companies including several Fortune 1000
listings. Mr. Bramstedt possesses in-depth knowledge of ESOP functions, structuring and
valuation through fifieen years of extensive experience with four leading ESOP design and
valuation firms—S8ansome Street Appraisers, Inc. (Menke & Associates); Ketso & Co.; Houlihan,
Lokey, Howard & Zukin; and Private Capital Corp. This experience includes work for an
employee coalition’s proposed ESOP buy-out of Eastern Airlines,

Mr. Bramstedt has provided business valuation and financial consulting services to companies
in manufacturing, foundry, retail trade, commercial banking, architecture and engineering,
technology, distribution/manufacturer’s representative, oil and oil service, health care, forest
products and building materials, construction and contracting services, newspaper publishing and
commercial printing. Mr. Bramstedt is a specialist in transportation, particularly trucking. Clients
have included major domestic and international transportation companies for acquisition,
investment banking, ESOP and other applications. He is editor of Cal-Tips, an operating and
financial study of the California less-than-truckload business.

Mr. Bramstedt is a Chartered Financial Anatyst (CFA) and a member of the Institute of Chartered
Financial Analysts, the Association for Investrent Management and Research and the Transpor-
tation Research Forum, and is a charter member and President of the Valuation Roundtable of
San Francisco. He holds a Bachelor's Degree in Economics from Stanford University. Mr.
Bramstedt has appeared as an expert witness before the California Public Utilities Commission
and in ¢ivil court on matters of economic damages.

2402 Vista Del Mar Lane Tiburon, CA 94020-1208 Tel 415-453-0438 Fax 415-435-9438
114 Sansome St., Suite 808 San Fraocisco, CA 941043818 Teb 41536299040 Fax 413-362-6402
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118 Lorscne Sooot, Sl 208 '
San Fuancisca, Californin 34104-3818
December 6, 1996 ;Hf JE2-9900
oz (445 TER-G408
Personal
Mr. John Locke
Angeles Chemical Co.
P.O. Box 2163

~ Santa Fe Springs, California 94670
Dear John:

Based on financials and other information, I am prepared to complete promptly these ESOP
valuations:

As of LPurpose
4/30/96 ' Plan administration
10/31/96 To confirm ESOP is not paying more than

fair market value for Bob Berg’s stock
However, I need the following additional information;

. Finalized financial statements from Singer as of April 30, 1996 and October 31, 1996
reflecting specific amount and date of ESOP contribution,

L Amount of total dollars to be paid for Berg’s A and B stock and number of B shares
to be purchased from him,

L Specifics of lawsuit settlement, i.e., amount of damages and interest and when funds
were received.

. ESOP loan terms and amortization sdhedulc when available,
L) Reasons for substantial business increase so far in fiscal 1997,

®  Reply from Tim Mahoney to the enclosed letter.

BR000039
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Mr. John Locks
December 6, 1996

Page two

‘At the time of the ESOP/Berg transaction, I will need a comfort letter from you stating that

there have been no-material changes in Anchem’s business, operational or financial condition
since October 31, 1996 and that there is no litipation against the Company.

The considerable time, effort and due diligence required for these valuations suggest that our
fee will be above the $3,600 of last year,

I am prepared to discuss very preliminazily my valuation conclusions.
Sincerely,

SR

Eric M. Bramstedt

EMB:ew ‘
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., A B AS B8

714} 521 -7880
Fax (213 698. 7571

AMCHEM

JAMES W. LOCKE WHOLE

Crparatione Manager

ANGELES CHEMICAL CO., INC.

2818 SDAENSCN AVE.—SANTA FE SPRINGS, CA 20870
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Robert 0. Barg
Chairrman of the Board
~ 196L,
——""
1967
Quaiity Traoition Since 1887
Lo il A
Phore: (213) 261-8114, Ext, 241 Fax; (213} 261-5491

3150 East Pieo Boulevard, Los Angeles, Calilornia 00023-2683
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
6055 East Washington Bl., Suite 300
Las Angeles, CA 90040

November 20, 1996

Angeles Chemical Co, Inc.” -
8915 Sorensen Ave.
Santa Fe Springs, CA 90670

The accompanying balance sheet of Angeles Chemical Co., Ing. a3 of October 31, 1996 and
ﬂwmlﬂcdmumcmofhcum:mdmlmdmningsfmﬂmﬁmmhsﬂwnmwm
mmpilcdbyuainmwdmwwhhSmemnuonSMdudsthuminsmﬂRMuwSeWim
fssued by the American Institwe of Certified Public Accountants.

A compilation is limited to presenting in the form of financial statements information thet is
the representation of management. We have not sudited or reviewed the accompanying financial
staternents and, accordingly, do not express an opinion or any ather form of assurance on them.

Management has elected 1o omit substentially all of the disclosures and the statement of
cash flows required by generally accepted accounting principles. IF the omitted disclosures and
statement of cash flows were included with the financial statements, they mipht influence the user’s
conclusions about the Company's financial position, results of operations, and cash flows.
Accordingty, these financigl statements are not designed r those who are not informed about such
matiers,

) L]
_ﬁ"—%ﬁ‘l ;lr'\ R&K“‘Eﬂ
‘ Singer, Traynor & Co.
Certified Public Accountants

BENT BY:Xerox ‘!alec.op_ier 1020 P11=27-96 11I03AM S . 2137862411~ 415 382 BA92:# 2
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Mendham, Nw Jorsey

FL ym %mé Sovitle 508
Sury Francisa, California 34704~ 3818

;;’93&‘3-5’&&0

AT (.’éff FEP-5498

November 22, 1996

Mr. Tim Mahoney

Angeles Chemical

8915 Sorensen Avenue

Santa Fe Springs, California 30670

Re: Angeles Chemical ESQOP Vatuation as of April 30, 1996

Dear Tim:

Enclosed is a copy of Anchem’s Company Description from the April 1995 ESOP valuation
report.

Would you please update and FAX and mail me the marked up copy. John is anxious to
have the ESOP valuation completed by early December.

Best wishes and thanks,

Sincerely,

Eric M. Bramstedt

EMB:ew
enclosure
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Merclhm, Now forsey

714 Sanscme Fhnast, Froite 808
San Feancisco, Codfonrison 341043518
,(w.y SEE-2900
November 6, 1996 Foxw: (liv3) 368-6002

Persopal

Mr. John Locke

Angeles Chemical Co,

P.O. Box 2163 ‘

Santa Fe Springs, California 94670

Re: ESOP Valuation as of April 30, 1996
Pear John:

Tam very pleased to hear about the favorable S&7 litigation outcome and settlement, which
obviously enhances Anchem’s financial position and equity value.

‘Since you (as Trustee) are considering a significant "party-at-interest* ESOP transaction with
Bob Berg, we should address the issue of the fair market value of the Company’s real
property, which may be below its book cost. I will be using a book value methodology
again at April 30, 1996. Enclosed are copies of my comments on this issue from the

Apnl 30, 1995 ESOP valuation report.

It would be preferable to get an independent real property appraisal and that is my recom-
mendation. T also believe the fair market value of the sharcholder notes is below their stated
value. It is possible that the fair market value "discount” or offset for the asset and liability
could be offsetting, Let's discuss.

I will begin the valuation process as soon as I get Ted Singer’s final April 30, 1996 financial
statements.

Sincerely,
Evnmm
Eric M. Bramstedt

EMB:ew
enclosure
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In 1995, Anchem had about 119 active indusirial customers and 362 in the packaging division,
both down from earlier years but about unchanged from fiscal 1994. Most are located in Southern
California. Ellis Paint Company, owned by Robert Berg, an Anchem founder and shareholder,
ig an important customer,

Anchem’s basic raw materials are these organic chemicals — propylene, glycol, toluene, ethylene
glycol, acetone, mineral spirits, 1-1-1 trichloroethane, and alcohols. These are forms of petroleum
distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials.
“The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and fonr above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three
of 6,000 gallons each. Some of the storage tanks are not now used given the decline in sales
and volume since the 1980s.

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre
site in Santa Fe Springs, California. The land, structures and improvements are Company-owned.
On January 1, 1994, title for the 1.8 acre land parcel was transferred from a partnership of the
three founding and two current shareholders to the Company in consideration of three equal 14-
year $216,000 notes (aggregating $648,000) paying 7.5% annual interest. . The total yearly
principal and interest payments of $72,000 equal the former rent paid to the partnership and the
transaction was therefore cash flow neutral to Anchem (on a pretax basis).

The land transfer price was determined by the three parties on other than an arm’s-length “third
party” negotiated basis and which basis was not specifically disclosed to the appraiser. Given
the property environmental clean-up yet to be completed and the land’s location next to a
Superfund site, the appraiser believes the independently determined fair market value (FMV) of
the real property may be below the $648,000 capitalized on Anchem’s financial statements as
of April 30, 1995. Therefore, the appraiser recommends that the ESOP Trustee obtain a real
property FMV from a qualified independent commercial real estate appraiser for reference in
preparing future ESOP valuations.

In addition to its Santa Fe Springs facility, Anchem rents a warehouse in Santa Pe Springs for
de-crating, and uses a Los Angeles public warehouse for distribution — xeplacing a terminated
warchouse lease with Robert Berg.

As of April 1995, Anchem had 28 full-time employees versus 21 a year earlier (plus temporary
Iabor).

Samson Chemical Co, Yoint Venture

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc.,
dba Samson Chemical Co., to operate on a joint venture basiz for five years beginning October 1,
1991. f the joint venture is still effective on September 30, 1996, Samson will cease operations
and transfer to Anchem its distributor relationships and its business and customer accounts. In
the interim, both companies maintain scparate operations (at Santa Fe Springs) and customers.
Through this affiliation, Anchem was able to broaden its prodiict line to include epoxy products.

BR0O000S8
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These eight factors are fundamental to any appraisal of closely held securities. They are not,

however, all-inclusive. Other factors relevant to the subject valuation were also considered, such -

as the ESOP repurchase liability and its effect on the application of a marketability discount.

V. ion Hi and Conclusion

This valuation represents an update of prior appraisals of Anchem’s common stock for ESOP
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., 2
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair
market value findings for the past five fiscal years:

Angeles Chemical Co.
Summary of Fair Market Value Determinations
F1995-1991
‘ Times

Aggrepate Per Percent of Gross Working
Date ESOP Vajue Share Sales Asgets Equity Profit Capital
4/30/95 $1,187,463 $22.00 18.0% 37.3% 81% 0.60X 0.99X
4/30/94 1,421,555 2630 20.4 41.2 81 0.64 0.93
4/30/93 1,650,000 30.50 20.4 321 92 0.68 1.06
4/30/92 1,621,000 30.00 20,1 51.3 R 0.83 1.10
4/30/91, 1,653,300 30.60 20.8 61.2 94 0.83 1.10

Based upon our analysis of Angeles Chemical Co., In¢., our experience in the valuation of
closely held securities, and the consideration of the factors set forth in this report, we are
of the opinion that the aggregate minority interest fair market value of the common stock
of Anchem for Employee Stock Ownership Plan purposes as of plan year end April 30, 1995
was $1,187,463, or $22.00 per share based upon 54,065 shares of A and B common stock
outstanding.

This determination of fair market value is based on an adjusted book value approach and is
discounted for restricted marketability.

The appraiser understands that this valuation conclusion will be used primarily for Plan
administration purposes at April 30, 1995, Before future ESOF valuations are conducted,
where there are to be significant ESOP/Company stock tramsactions the appraiser
recommends the Trustee obtsin an independently derived fair market valuation from a
qualified commercial real estate appraiser of the Company’s real properfy acquired in
January 1994 from its founder/sharebolders,

The property ownership in equal interests was transferred from the three principals W the
Company for $648,000, a price negotiated by the principals and which may not represent arm’s-
length fair market value. ﬂtcpropmysmark:tabmwtoamudpanybuyﬂ'maybcxmpamd
by its environmental problems. Concurrently, the face amount of the three (original) $216,000
7-1/2% 14-year notes may also be above their third-party fair market value, although no effort
has been made by the appraiser to determine their fair market value.

3-
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213726240114

ANGELES CHEMICAL CO INC.

5

INDEX

Accountant's Compilation Report

Balance Sheets .

Statemnents of Income and Retained Eamings
Statements of Cash Flow

Other Income (Expetises) - Schedule |
Balance Sheet Schedules - Scheduls 2
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SENT BY:Xerox Telecopier 7020 & 1- T-87 ; 1:33PM ;

Anrzles Chemrica] Co., Inc,
BALANCE SHEETS

Aoril 30, 1296 aad April 301993
ASSETS

CURRENT ASSETS
Cash

Accounts Receivible (Nat of Bad Debty Allowances of
$5.000.00 and 55.000.00 Respuctively)
Tnvendories (Lower of Cont, FIFO or Markes)
Dige from Stallion Tank Linsm, Inc.
Due from Samsen Chemical Co.
Dus from Litigasion
Dus from Other
Emplcyss Advances
Dofwrred Charges - Schedule 2
TOTAL CUBRENT ASSETS

IXED ASSETS (m Cost)
Land

Office Truiles

Toucks & Aulca

Tanks & Plant Equipment
Fumiture & Fixtures

Plent

TOTAL
Lons: Acvumulated Degsrecintion
BOOK VALUE

OTHER ASSETS

Deposits

Invastorent in Samson Chemical Co.
TOTAL OTHER ASSETS
TOTAL ASSETS

2137262411+

1996
W0.057.92

1,055,201.72
1,226,538.09
3022828
173,790.05
640,000.00
430.00
2195836

— 1904229
—uN0, 176,91

643,000.00

99, 368.00
212,632.00
§30,643.00
24176500

2,39%,207.00

CURBENT LIABILITIES
Actounts Payable
Accrued Lishilitie - Schedule 2
Income Tnes Payable
Note Payuble - Bank of Whittler
Note Payably - Othat
Drum Deposits
Torm Det - Current - Schedule 2
RE L]

IERM DEBT -Schaduls 3
¢ ITY
Common Stock, $0.10 Par Vajux; 1,000,000 Shares Authorized;
54,065 Shares Isued & Cutstanding
Paid-1n Cipital
Rytained Gaming

1.334.368.5%
151176
1201100
268,635.13
§1.15341
7.000.00
—tt 94056

266,723 43 .

e ST

5,406.50
105,723.80
ko 02340.97
181367127

426020 42

419

1993
771432
780,060.21

1012210.16
49,0412

15921016

16,970.96
il 2032
—2132.627.6]

41,000.00

9,361.00
199,201.00
R.500
D450

R 98,00
2,362,789.00

97,5503
4400942

6164792

540650
105,723.80

J62 6492:% &
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For the Years

SALED
LERS; COSY OF SALES
GROSS PROFIT

Saiariey & Wages

Compensation Insurance

Outakie Labor

Insurampce

Truck Expenses

Freight

Comtissions

Rent

Repairs & Mainttnance

Plint Expenyy

Printing Expone

Tutik Testing & Lab Expansa

Aur & Trevel

Bad Debts

Bank Chargs

Twlephone & Utilities

Dapreciation

Peyroll Taxes

Professiona] Services

Taxes & Licenses

Buyiness Promotion

Office Supplies

Computer Expenas

Advartising

Profit Sharing Expanse

Employes Welfare

Dues & Subscriptions

Equipmant Rental

Setninars & Meetings

Domations .
IQTAL OFERATING EXPENSE
DPERATING (1,055

QIHER INCOME (EXFENSES) - Schedule |

XES
Provision for Income Taxes
NET INCOME (LOED TO RETAINED EARNINGS

SEE ACCOUNTANT'S COMPILATION REPORT

LY e sdt]
—A975.522.8
—LILEP 39

h 55V 18804
836602

~: 205,§99.96
124,023.9¢
== 15131019
161,506.08
143,984.57
T279.7%
11754168
111,689.28
9,198,539

2054618
2642932
(130.00)
41,398.01
40,563.00
S5,108.70
3426752
49,302.2¢
31,513.26
29.956.17
109910
3,249
6,500.00
9,376,70
9,682.08
1237586
703506
— 1500

ALU.26952
(21.570.03)

33001
30,479.00

——l221100

34756808
—L32437289
AaZ022340.27

815 352 6492;8 §

%

100.00
e ]
i1

819
0.41
29
1.30
.20
235
108
112
1.7l
162
011
0.00
a0
0.3t
(0.00)
0.60
059
08
0.7%
072
046
0.44
038
0.08
.09
0.14
0.4
0.47
0.10

(337
261

B E &

1283 %
61546609 100.00
~AHLIPL0 035
—LMZZR1L 2974
V00052 747
OIS OdE
28607993 402
12220927 183
20877239 316
14,1721 2.4
185581.53 250
753000 L4
11956413 111
10845448 164
7321 0.8
2847007 039
MA00 052
345139 0.05
1058 .00
4526930 088
WE533.00 075
4905038 O
M40 0.5
4160643 066
29,703.27 045
5.172452 039
4053005 041
nress o018
(457.00) (0.01}
1358882 0321
948036 0.4
2145088 032
490200 008
— 10 o)
1332
(5400934  (3.a9)
—A{3331406) {0:30)
(288.203.50) (A.3)
— 0000 Q01
(289.003.50) (437
LG43 876 39
ltadAI2E0
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: 347.665.08

Nt Incoms (Lost)
Adjustmunts to Reconcit Nut {Loas) w Net {:uh
Provided by Opetating Activities:
Equity in Income of Affiliste (90,370.64)
Dapreciation —0EER00
mmwwm - A+
CASH MRU DEL DPFER s ] '
(jm) Decransy w. Acnmtl nmmhh (275,141.51)
auutlmﬂunlnvinnwun . CQIGJIIJS)
Ducrense in Doferred Charges £5,57833
(Increter) Decrunse in Other Current Anets (540,414.09)
{Increase) in Other Assets £3,300.00)
Incremse in Accouns Prysble 337.300.86
Increass (Degrynst) in Accrund Liabilitles ) 356234
Incresse (Decrease) in Cumpmer Deposite - 95.00
Iumun (Dmme) in lnm: Tax hnbh ’ _Jaoitpe
\ ) _(436.220.90)
__{138,062.46)
INVESTING ACTIVITIES
Distributions from Affilise 112,698.00
Purchase of Propecty, Plant & Equipment — [45.418.00)
= I —— 5728000
increses (Decease) in Notes PINIIMI — 212358
CREASE (B A IN CAS D CAS! 201,320
871432
20003753
SUPFLEMENT AL DA DEURE Db FLOYY JNEFORNA LIty
Cuh Pnd During the Yoars Ended April JD, 1996 and Apcll 30, 1995 for:
hicome Taxes . —00
Ineerest — 404371

SEE ACCOUNTANT'S COMPILATION REFORT

e i wTER e W b o= menomesdownores

T 1

Bl

1223

(259,000.90)

{119865.13)
—tAAL00
L250.1335D

. B39
(126,295.71}

. 2741489

64.909.61
133,139.87
(433.54)
(60,691.5%)
2000
—B199336
—i220140.07)

11507833
__(6L4500)
YR
(4831559

(266,07243)
_MATIETS
z!.‘?l‘iz

415 362 6492i# B
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Schidule ]
1996 % 1995 %

Incoms Split - Sxmson Chemleat Co. w3764 1N 11995513 1)
Terminating Clikrges ‘ 264550 0B I 049
Initerwat Incosine _ ) 326091 005 653057 D10
Claims Expense ) {5.063.62) {007 (8,576.10) (0.13)
Compensation Insurance Dividend . - 8I72El Q.38
Contaminstion Procesds (Expanss) 54219968 AR (LEBASI00) [2.5%)
Casvalty Lows (7,133.44)  (0.10) . 0.00
Factoring Discount ' (5,595.50) (01D - 0.00
Miscclianooys Income 452651 007 - USR14 Q00
Miscellnneous Expense ) (701.00) {0.01) - 0.00
Intarast Expenss — (49456.7) (073 _ (51525000 (07

NET OTHER INCOME (RXFENSE) —Smpdell  BSU L QWNALD QS0

SEE ACCOUNTANTS COMPILATION REPORT
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415 362 849N §

Ehetab 2
i 1996 122
DEFERRED CAARGES
Property Taces L4 M4 1922
Insurance T2.402.50 $5.511.00
Lasse 51800 518.00
Bxcise Tax - Fusl - 1624339
Taxes & Licenses 142,56 622.00
Employws Benefits "I “
Oitwr 10,12).62 - 1493027
Compansxtion insurance —_—2710:1% . Ll705s
YOTAL ——t SR k) - o -r 3
ACCRUED LIABILITIES
Commissions 1684901 5301590
Sales Toncs 49321 5,500.30
Payroll 12.624.36 701125
Othsr — 654408 — 47
TOTAL — 2511 — 404042
1096
Curxent Tom Totsl
TERM DEBT ‘
1. Locke 9,716.43 184, 043.49 194,580.52
A. Rogonthel 9.715.53 184.543.59 194,586.52
N. Spisler, Tristes 9,736.63 184,543.39 194,580.52
Jaguar Credit Corp. FNvE 2 TS —i 20l —l 08270
TOTAL TR Y Y T — QAR
1993
‘ Carromt Tam Tainl
TERM PEBT
1. Locke 5,035.72 194,580.52 L RAL ()
A, Rosanthal 9,015.22 19458052 203,615.74
N, Spleler, Trumee a3 1245051 o LELLT4
" TOTAL 3L1RISE - <Rl - ST

SEE ACCOUNTANT'S COMPILATION REPORT
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
" 800 Citade! Drive, Suite 300
Los Angeles, CA 90040

October 21, 1996

Angeles Chemicaf Co., Inc.
8913 Sorensen Ave. -
Santa Fe Springs, CA 90670 -

The accompanying balance sheets of Angeles Chemical Co., Inc. s of Apeil 30, 1996 and
April 30, 1995 and the related statements of income and retained eamings and cash flow for the years
then ended, have been compiled by us in aecordance with Statements on Standards for Accounting
and Review Services issued by the American Institote of Certified Public Accountants,

A compilation is limited to presenting in the form of financial staternenis information that is
the tepresentation of menagement. We have not audited or reviewed the accompanying financial
statements and, accordingly, do not express an opinion or any other form of assurance on them,

Management has elected to omit substantially all of the disclosures reguired by generally
accepted accounting principles. If the omitted disclosures were included in the financial statements,
they might influence the user’s conclusions sbout the Company's financial position and results of
operations. Accordingly, these financial staiementa are not designed for those who are not informed
sbout such matters. ‘

~£-?§A,M 4 Co.

mger, Traynor & Co.
Certified Public Accountants

- Lol
- T -"!.“"‘-«l‘"r"g
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Angeles Chemical Co., ingc.

BALANCE SHEETS
April 30, 1996 and April 30,1995
ASSETS
1996

CLUR ASSETS
Cash 2B0D,057.52
Accounts Receivable (Net of Bad Debts Allowances of
%5,000.00 and $5,000.00 Respeetively) 1,055,201.72
Inventorics (Lower of Cost, FIFQ or Market) 1,228 538.89
Due from Stallion Tank Lines, Ine. 30,228.28
Due from Samson Chemical Co. 173,799.85
Due from Litigation 640,000.00
Due from Other . 450.00
Employee Advances - 21,958 36
Deferred Charges + Schedule 2 89.942.29

TOTAL CURRENT ASSETS 3,920.176.91
FIXED ASSETS (at Cost)
Land 643,000.00
Office Trailers 99 568.00
Trucks & Autos 212,632.00
Tanks & Flant Equipment 830,643.00
Furniture & Fixtures 241,765.00
Flant 365.599.00

TOTAL 2,398,207.00
Less: Accumulated Depreciation 1.570,967.00

BO» YALUE 827.240.00
OTHER ASSETS
Deposits 6,080.00
Investment in Samson Chemical Co, : 6.786.5]

TAL ER 12.866.51
TOTAL ASSETS 4.360.283 42

LIABILITIES AND SHAREHOLDERS' EOUITY

cu T LIABILITIES

Accounts Payable 1,535.368.59
Accmed Liabilities - Schedule 2 47,611.76
Income Taxes Payable . 12,011.00
Note Payable - Bank of Whittier ' 268.636.13
Note Payable - Other 61,153.41
Drum Deposits 7.000.00
Term Debt - Current - Schedule 2 34.942.56
TOTAL CURRENT L ILITIES 1.966.723.45
ERM BT -Scheduie 2 . 579888 70

SHAREHOLDERS' EQUITY

Comitnon Stock, $0.10 Par Valuc; 1,000,000 Shares Authorized;

54,065 Shares Issued & Quistanding 5.406.50
Paid-In Capital ~ 105,723.80
Retaitned Eaming 1,702,540 97
TOTAL SHAREHOLDERS' EQUITY 1.813.671.27
TOTAL BELITIES & SHA OLDERS' EQUITY 4.360.283 42

SEE ACCOUNTANT'S COMPI} ATIAN REBART

1995
78,714.32

780,060.21
1,012,310.16
49,841.28
259,210.16

16,970.9¢

135 520.52
2332 6276]

£48,000.00
99,568.00
139,801.00
822,673.00
237,148.00
363,599.00
2,362,789.00

1,540,099.00
§22.690.00

2,580.00

29.113.87
31.693.87

3.187.011.48

e o

097,558.73
44,049.42

61,647.92
6,905,00

27.105 .66
1,137,266.73

58 1.56

3,406.50
105,723.80

1,354.872 89
1,466,003.19

J.IR7.011.48

BR000069



Angeles Chemical Ca,, Inc.
STATEMENTS OF INCOME AND RETAINED EARNINGS

For the Yeavs Ended April 30, 1996 ang April 30,1995

19% % 1995 %
SALES 6,877.227.82 10000 661546619 100.00
LESS: COST OF SALES 4,255,527.93 1206 _4.548 193.08 70.28
GROSS PROFIT 02169989 77.94 196727311 2974
OPERATING EXPENSES
Salaries & Wages 363,188.24 g.19 493,900.62  7.47
Compensation Insurance 28,366.02  04] 3207193 048
Qutside Labor 205,889.96 2.99 266,079.93 4.02
Insurance 124,025.96 1.80 122,209.27 1.25
Truck Expenses 151,380.19 220 208,77239 316
Freight 161,506.08 235 154,774.21 234
Commissions 143 884,57 2.09 165,681.53 2.50
Remt 77.2719.73 1.12 75,380.30 Lig
Repairs & Maintenance 117,843.68 1.71 119,641.56 1.81
Plant Expense 111,689.25 162 10846448  1.64
Printing Expense i 9.198.59 (.13 1,723.21  0.18
Tank Testing & Lab Expense - 0.00 2547997 039
Auty & Travel 20,946.16 .30 34,464.09 0.52
Bad Debts 26,429,852 0,3% 3,451.39 0,05
Bank Charge {180.00)  (0.00) 106.81  0.00
Telephone & Utilitics 41,398.01 0.60 45,269.50  0.68
Depreciation 4086800  0.59 49.833.00 075
Payroll Taxes 55,188.70 0.80 49,060.38 0.74
Proféssional Services 54,267.52 0.79 5471420 083
Taxes & Licenses 49,302,20 0.72 4360643  0.66
Business Promotion 31,513.26 0.46 29,703.27 045
Office Supplics 29.956.77 0.44 25,724,582 .39
Computer Expense 3500980 055 40,530.05  0.61
Advertising 5,249.71 0.08 11,752.55 0.12
Profit Sharing Expense 6,500.00 0.0% @67.00) (D.01)
Emplovee Welfare 9.876.7G 0.14 13.585.62 0.21
Dues & Subscriptions 9.685.08 0.14 9480.56 0.14
Equipment Rental 32,379.86 0.47 21,450.63 032
Stminars & Meetings 7.056.06 0.10 498200 0.08
Donations 480.00 0.0} 735.00 DOt
TAL OPERATING EXPENSE 215326992 3131 _222216245 33.59
OPERATING (L.OSS) (231.570.03) (3.37)  (254,889.34) (3.85)
OTHER INCOME (EXFENSES) - Schedule | 592 049 11 a6l 333)4.15 0.50
INCOME BEFO COME TAXES 360.479.08 5.24 (288,203.50) (4.36)
Provision for [ncome Taxes 81, 0.1%9 800.00 0.07

NET INCOME (LOSS) TO RETAINED EARNINGS 347,668.08 306 (289,003.50) (437
RETAINED FARNINGS - BEGINNING _ 1,354 872.8¢ 1,643.876.39
RETAINED EARNINGS - ENDING 1,702.540.97 1.354 872.89

SEE ACCOUNTANT'S COMPI ATION BEBART
BR0OOQO70



Angeles Chemical Co., ine.
STA ENTES OF CASH FLOW

For the Years Ended April 30, 1996 and April 30,1995

TING IVITIES
Net Income (Loss)
Adjustments to Reconcile Net (Loss) to Net Cash
Provided by Operating Activities:
Equity in Income of Affiliate
Depreciation

CASH PROVIDED (USED) BY OPERATIONS
CASH PROVIDED BY OPERATING ASSETS AND LIABILITIES:

{Increase) Decrease in Accounts Receivable
{Increase} in Inventories
Decrease in Deferred Charges
{Inerease) Decrease in Other Current Assers
(Incremse) in Other Assets
Increase in Accounts Payable
Increase (Decreaze) in Accrued Liabilities
Increase (Decrease) in Customer Deposits
Inerease (Decreasc) in Income Tax Payable
NET CA USED OVIDED BY OPERATING ASSETS AND LIABILITIES

NET CASH (USED) BY OPERATING ACTIVITIES

YESTING ACTIVITIES
Disuibutions from Affiliate
Purchase of Property, Plant & Equipment

NET CASH PROVIDED BY INVESTING ACT, IVITIES
FINANCING ACTIVITIES

Increase (Decreasc) in Notes Payable

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

ASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

+

CASH AND CASH EQUIVALENTS - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH F W INFORMATI
Cash Paid During the Years Ended April 30, 1996 and April 30, 1995 far:

Income Taxes

Intersst

GERE AOTTMT A RFTIC MM s ntr . s s m e oo

199

347,665.08

(90,370.64)

40.968.00
08 44

(275,141.51)

{216,228.73)
45,578.23

(540,414.09)

(3,500.00)
537,80%.86
3,562.34
95.00

12,011.00
{436,227.90)
(138,062 .46)

112.698.00

{45,412.00)
67,280.00

272,125.66

201,343.20

78.714.32
280.057.52

300.00

49.456.71

(289,003.50)

{119,965.13)
49,833 .00

{3599,135.6%)

46,542.97
(126,295.71)
27.414.89
65.909.61
133,139.87
(433.54)
(60,651.53)
2.369.00

87.995.56

(271.140.07)

115,078.33

(61.445.00)
33,633 33

{48.515.69)

{266,022.43)

344,736.75

78,714.32

200.00

§1.525.00
@

BRG00071



Anpeles Chemical Co., loc.
OTHER INCOME {EXFENSES)
Faor the Years Ended Apvyil 30, 1996 and A 0,1 995

199
Income Split - Samson Chemical Co. 90,370.64
Terminating Charges 22,645.90
Interest Income 3,260.93
Claims Expense {5,063.62)
Compensation Insurance Dividend -
Contarnination Proceeds (Expense) 542,195.6%
Casualty Logs (7.133.44)
Faeroring Discount (8,595.58)
Miscellancous Income 4,526,131
Miscellancous Expense {701.00)
Interest Expense {49,456 7])
NET OTHER INCOME (EXPENSFE) 582.049. )]

%

1.31

0.33

0.05
(0.07)

7.88
(0.10)
(0.12)

0.07
(0.01)

chedule |

1225 %

119.965.13 1.1
3214329 049
663057  0.10
(8.576.10) (0.13)
36,322.81 055
(168.443.00) (2.55)
- 000

- 0.00

168.14  0.00

. 0.00

(0.72) 51,525.00) (0.78)

7]

{33314.16) (0.50)

BR0O00072



DEFE D CHARGES
Property Taxes

Insurance

Leage

Excise Tax - Fuel

Taxes & Licenses
Employee Benefits

Other

Compensation Ingurance

TOTAL

ACCRUED LIABILITIES
Commissions
Sales Taxcs
Payroli
Other
TOTAL

TERM DE

J. Locke

A, Rosenthal

N. Spieler, Trustes

Jaguar Credit Corp.
TOTAL

TERM DERT

J. Locke

A. Rogenthal

N. Spieier, Trustes
TOTAL

ARgcles emical Co., Inc.

BALANCE SHEETS SCHEDULES

Aprit 30, 1996 and April 5

Current

9,736.63
9,736.63
9.736.63
5,732.67
34.942.56

Corrent

9,035.22
9,035.22
903522
27.105.66

1996

1.974.34
72,402.80
318.00
1,042.56
172.78
10,121.62

3,710.19
89,942 29

16,849.31
1,493.21
12,624.36

16,644.88

___47611.76

1996
Term

184,843,839
184,843.89

184,843.80

25,357.01
— 279.888.70

1995
Term

194,580.52
194,580.52
__194,580,52
— 5383.741.56

Schedyle 2

1995

1,622.22
95,511.00
513.00
16,843.30
622,00

14,933.27
5,170.64

135.520.52

5,801.90
9,590,830
7.011.25
2164547

4404942

Total

194,580.52
104,580.52
194,580.52

___31,089.70
__614,83].26

Totzl
203,615.74

203,615.74
—_203,615.74

__610.847.22

BRO00O73
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MICAT. INC

APRIL 30, 1996 AND APRIL 30, 1985
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ANGELES CHEMICAL €O, INC.
INDEX

1. Accountant's Compilation Report

2, Balance Sheets

3. Statements of Income and Retained Earnings
Statements of Cash Flow

4
5. Other Income (Expenses) - Schedule 1
6

Balance Sheet Schedules - Schedule 2
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
300 Citadel Drive, Suite 300
Las Angeles, C4 90040

oI - - RV

October 21, 1996

Angeles Chemical Co., Inc,
8515 Sorensen Ave. :
Santa Fe Springs, CA 50670

The accompanying balence sheets of Angeles Chemical Co., Inc. as of April 30, 1996 and Agril
30, 1995 and the related statements of income and reteined sartings and cash flow for the years then
ended, have been compiled by us in accordance with Statements on Standards for Actcounting and

Review Services issued by the American Institute of Certified Public Accountants,

A compiletion is liinited to presenting in the form of financial statements information that ig the
representation of management, We have not audited or reviewed the accompanying financial statements
and, accordingly, do not express an opinion or any other form of assurance on them.

Management has elected to omit substantially ell of the disclosures required by generally accepted
accounting principles. If the omitted disclosures -were included in the financial statements, they might
influence the user's conclusions gbout the Company's financial position and results of operations,
Accordingly, these financial statements are not designed for those who are not informed about such

matters,
. _‘____,_______w___n____“%“ ]
En o -'h'hh_ = ".'-:'_'.'rr"_l-g--u, ‘:" .'.
I 7 e
- “"".‘ :;4 h . N ' ;
] iLOP _.". ,_I. ‘-: . T TN T
Singer, Traynor & Co.
Certified Public Accountants
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Angeles Chemica| Co., Inc,
BA K

April 30, 1596 and April 30,1995

ASSETS

CURRENT ASSETS

Cash

Accounts Receivable (Net of Bad Debts Allowances of

$5,000.00 and $5,000.00 Respactively)

Inventorias (Lower of Cost, FIFO or Market)

Dhue from Stallion Tank Lines, [nc,

Due from Samson Chemical Co.

Diue from Litigation

Dus from Other

Employee Advances

Deferred Charges - Scheduls 2
TOTAL CURRENT ASSETS

FIXED ASSETS (at Cost)
Land

Office Trailers
Trucks & Autos
Tanks & Plant Equipment
Furniture & Fixtures
Pianc ‘

TOTAL |
Less: Accumulated Depreciation

BOOK VALUE

Deposits L
Investment in Samson Chemicat Co. ’
TOTAL OTHER ASSETS
TOTAL ASSETS :

ABILITIES AND

LIAR
Accounts Payabls
Acerued Linbilities - Schedule 2
Income Taxes Pyable
Note Payable - Bank of Whittier
Note Payable - Other
Drum Deposits
Term Debt - Current ~ Scheduls 2

TOTAL CURRENT LIABILITIES

TERM DERT -Sclhednle 2
SHAREHOLDERS' EQUITY

Common Stock, $0.10 Par Value; 1,000,000 Shares Authorized;

HOLDERS' T

1994

214,681.65

1,060,201.72
1,228,538.89
30,228.28
173,799.85
640,000.00
450.00
21,958.36
—3L377.63
—~A0LE30.40

648,000.00
99,568.00
212.632.14
830,643.27
241,765.55

. 363399.00
2,398,207.96
L 70.262.00
—837.240.96

6,080.00

— 6.786.5]
12,866.51
4,301,943, 87

Iy

1,534,364.59
49,592.%9
13,485.00
203,260.26
61,153.41
7,000.00

1333

7871432 .

780,060.21
1,012,310.16
45,841.28
259,210.16

16,970.56
— 12532032
—2.332,637.6]

648,000.00
99,568.00
189,801.00
B2,873.00
237,148.00
—~.302.395.00
2,362,789.00
1,540,099.00

£22.650.00

2,580.00

k211387
31,663.87

wislBLOLLSE

997.558.713
44,045.42

61,647.92
6,503.00
27.105.66
—L137.266 73

383,74].56

RS 003 Sharns Iasued & Ountkndiog . ; ' 5,406.50

BRO00078
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n _ | Angeley Chemical Co., Inc.
STATEMENTS OF INCOME AND RETAINED EARNINGS

F Years F il 30, 1996 and Aprhl 30,1995

199§ % 1995 %

SALES : 6,877,227.82 100.00  6,615,466.19 100.0¢
LESS: COST OF SALES . 4857.509.14 7209 _4,648193.08 70.2¢
GROSS PROFIT : 191971868 2791 _1967273.01 29.7¢
OPERATING EXPENSES T
Selaries & Wages - /563,188.24 819 49300062 747
Compensetion Insurance - { 2633066 038 32,07193 0.4
Outside Lahor - 20588996 7299 26607993 4,02
Insurance ; 12402436 180 12220927  1L.as
Truck Expenses : 151,380.19 220 20877230 3,16
Freight ' 161,506.08 235 18477421 234
\hmmissions ' : 143,884.57 2.9 16568153 240
ent 7727973 112 7538030 1,14
Repeiry & Maintenance N784368 L7 11964156  1.8)
Plant Expense 111,689.25 162 108,46448  1.64
Printing Expense 19859 013 732l 0.8
Tank Testing & Lab Expente « 000 [ 2547970 o039
Auto & Traval (2094606 ¢ 030 T3adeqid 052
Bad Debts L21,429.825 0.3 345138 008
Bank Charge (180.00) (0.00) 10681 0.00
Telephone & Utilities 4139801 060 43,269.50  0.68
Deprecintion 40,86800  0.%9 49,833.00 075
Payroll Taxes 5518870 .80 49,060.38 0,74
Profeasional Services 54267527 0719 5471420 (.43
Taxes & Licenses 42,302,20 0,72 43,60643 .66
Business Promation 31,51326 046 2870327 045
Office Supplies _ . . 29956.77  0.44 2572452 0.39
Computer Expense 38,099.80 (.85 40,530.08  0.61
Advertising 524971 (.08 11,752.55  0.18
Profit Sharing Expense 6,500.00  0.09 (467.00) (0.01)
Employee Welfare , 5,876.70  0.14 13,58562 021
Dnies & Subscriptions 9485.08  0.14 048056  6.14
Equipment Rental ; 3237986  0.47 21,450.68 032
Penalties , | 5500 0.00 . 0.00
Seminars & Meetings 703606 0,10 498200  0.08
Donations “ 48000 001 73500 0.1
TOTAL OPERATING EXPENSE ~146.28056 3121 222016245 33,59
OPERATING (LOSS) (226,570.88) (3.29)  (254,889.34) (3.85)
OTHER INCOME (EXPENSES) - Scheduls 1 : 39205008 861 ___(33314.16) (0.50)
COME (LOSS COME TAXE . 365479.17 531 (28R,203.50) (4.36)
Provision for Income Taxes - 1423000 021 20000 001

: D EARNINGS , 38,2807 L)1 (289,003.50) (437)

DETINCOME (LOSS TQ RETAINED EARNINGS
RETAINED EARNI'NG§ L] BEGIN!SING 1 MEA BY&S an
BR000079
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SENT BY!Xerox Telecopier 7020 ;12~68~55 @ 7:02PM | 2137262411
. Angeles Chemica] Co.. fug,
STATEMENTS OF CASH FLOW
Fort 130, 1996 and Aprit 30,1995
1386
QEERATING ACTIVITIES
Net Income (Logs) 351,249.17
Adjugtments to Recancile Met (Loss) to Net Cash
Provided by Operating Activitias:
Equity in Income of Affiliate (90,370.54)
Depreciation : —40.85E 00
CASYU PROVIDED (USEDY BY QPERATIONS 301.746.53
TING JTIES:

5 AND L1

{Increase) Decréase in Accounts Receivable {280,141.51)

(incresye) in Inventories {216,228.73)
Decrense in Daferred Charges 43,542.87
{Increase) Decrease in Other Curtent Assats (540.414.09
{Increase) in Other Assets (3,500.,00)
lnctease In Accounts Payahls $37,809.86
Increase (Decrease) in Acorued Liabiliries 5,543.57
Ingrense (Decrense) In Customer Deposits 95.00
Increase (Decrease) in lncome Tax Paynbla 13,485.00
. —e{432,808.02)
—(138.061.50)

INVESTING ACTIVITIES
Digtributions from Affilate 112,698,00
Purchase oﬂ"mparq'. Plan: & Equ.pn“feu (45.418.96)
— 6727904

FINANCING ACTIVITIES

Inerese (Decrease) in Notes Payable \/ —a0G.745.75

INCREASE (DECREASE) IN 135.967.33

CASH AND CASH EQUIVALENTS - B_E.GINN!lNQ OF YEAR 78.714,32
'CASH AND CASH FOUIVALENTS - END OF YEAR 21468185
SUPPLEMENTAL D} 10N
Cash Paid During the Years Ended April 30, 1996 and April 30, 1395 for: -
Ingome Toxes £00.00
Interest 49.456.71

1285

(289,003,50)

(119,965.13)
4 00
349,134 63

- 46,542.97

(126,298.71)
27,414.89
65,909.61

133,139,87
(433.52)
(60,651.53)
2,369.00
—t7.998,36
—{271.140.07)

115,078.33

e {81:445.00)
Y TR

— (4851569
(266,022.43)
344,736.75
—dE114:33

—200.00

3152500

BRO0OO08O



oENT HBY-Xerox Telecopier 1020

EFE
Froperty Taxes
Insurance
Luaass

Excise Tax - Fuel
Taxes & Licenses
Employee Benefits

Other

Compsnsation Insurance

TOTAL

ACCRUED LIABHATIES

Commissions
Sales Taxes
Payroll
Other

TOTAL

RM DEBRT
I Locka
A. Rosenthg]

M. Spieler, Trugtee -

Tagoar
TOTAL

ERM DERT
J. Locke
A, Rosenthal

N. Spieler, Trustee

TOTAL

112-68-66 ! TEGSPM“&"'""""""21'3?25'211"{'13'

Angeles Chemica] Co, Inc.

BALANCE SHEETS SCHEDULE

April 30, 1996 and April 30,1008

1236

1,974.34
72,402.8G
- 518.00
1,042.56
17278
10,121.62

3745 55
21.977.63

16,849.31
347442
12,624.38

- 16,544 88

—45.552.09

1996
Term

184,843,589

18d4,843.89

184,843.8%
— 28,3500

— 22288870

1285
Current Term

9,035.22 194,580.52
9,035.22 194,580.52

903822 © __ 194580.52

7,105, . 383.741.56

Sghedyle 2
1998

152222
93,511.00
518.00
16,843.3%
622.00

14,933.27

5,170.64
—12552052

5,801.90
9,590.80
7.011.25
2164547

— 440484

Toial

194,580.52
194,580,52
194,580.52
e 108970
—£613.831.26

Totat

203,615.74
203,615.74
— 20361574
— £10.847,22

BR0O00081



Angeles Chemiceal Co,, Inc.

QTHER INCOME (EXPENSES

For the Years Ended April 36, 1996 and April 30,1995

2

Income Split - Samson Chemical Co.
Termineting Charges ‘
Interest Income

Claims Expense

Compensation Insurance Dividend
Contamination Proceeds {Expense)
Cagunity Lods

Factoring Discount

Misgellaneous Income
Miseellansous Expense

Interost Expanse

NET.OTHER INCOME (EXPENSE)

1996

90,370.64
22,645.90
3,260.93
(5,063.62)
542,195.68
(7,132.44)
(8,595.58)
4,526.31
(700.06)
—(49,456.71)
2203005

Schedule 1
% 1923 %

131 11996513 181

0.3 32,14329 049

0.08 6,630.57 010

(0.07) (8,576.10) (0.13:
3632281  0.55

788 (168,443.00) (2.55,

{0.10) . 0.00
(0.12) . 0.00
0.07 168,14  0.00
{0.o01) - 0.00

(0.72) __ (51.835.00) (D78
861 _ (33314.16) (0.50

BR0OQ0082
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(310) 945-9185
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FAX TRANSMITTAL

-
DATE: /Z/H?/?‘; Ne. of Pages: C.,L

{Including Cover Sheet)
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ATTN:
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SENT BYixarox Telocopier TO20 5 1= B-BY ;12:30AM ; 21372824711~ 141543584388 1

DATE:_12/18/9% 2ax ¥0: (41%) &435-9438

To: E' ric. Bromptedt

PROM:___ Ted Singer

EXCLUDING THIS COVER SHEKT, YoU RECEIVE _ -0O—  pAGES(S), I¥ Yot DO NWOT

RECEIVE ALL PAGES, FLEASE CONTACT SINGER, THAINOR & CO, AT {213) T26-2411
(FAX # 217.726-3852) AND WE WILL RESEND,

REMARKS; __ tursuant to our conversation, NOL carryovera to 1995

for Angeles Chemjcal as of 4/30/95 18 $371,952.

Mumbor of e AWM A TITUTE CF CERTIRED mmﬂcmmrsm CALIFORM SOCHTY OF CERTIND MRLIC ACoOUNTANTS
500 Cltndel Crive. #30C, Commarga, CA 900401580 Tel G13) 726-2411, Fae {213) T28- 3883
H420 Vamura Bivd, #107, Sherman Gaks, GA §1423-2684 - Te) (81 B) BOB-J2%0, Fax (818, 908-7004

BR0O00084






ANGELES CHEMICAIL CO., INGC.

APRIL 30, 1995 AND APRIL 30, 1994

Sinser. TRaYNOR & Co.
CERTIFIED PUBLIC ACCOUNTANTE
300 Crraner. Onrve, Surrs 300
Lon Awnpeege., Caurorwia 80040
Teermone (213} 726-2411

14428 Vewrona Buvn, Binte 101
SncrMaN Oaks, Calrormia 91423-2664
Tersrmone (B1A) SOB-250
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SINGER, TRAYNOR & COMPANY
CERTIFIE]) PUPLIC ACCOUNTANTS
500 Citadel Drive, Suite 300
Los Angeles, €A 90040

November 21, 1995

Angeles Chemical Co., Inc.
8915 Sorensen  Ave.
Santa Fe Springs, CA %0670

The accompanying balance sheets of Angeles Chemical Co.,Inc. as of April 30, 1995 and April 30,
1994 and the related statements of income and retained eamings and cash flow for the years then ended,
have been compiled by us in accordance with Statements on Standards for Accounting and Review Services
issned by the Amenican Instinwte of Certified Public Accountants.

A compilation is limited to preseating in the form of financial statements information that is the
representation  of management. We have not audited or reviewed the accompanying financial statements
and, accordingly, do not express an opinion or any other form of assurance on them.

Management has elected to omit substantially all of the disclosures required by generally accepted
sccounting principles. If the omitted disclosures were included in the financial statements, they might
influence the user's conclusions about the Company’s financial position and results of operations.

Accordingly, these financial statements are not designed for those who are not informed about such
matters.

S g Dt Lo .
Singer, Traynor & Co. S
Certified Public Accountants

BR0O00O8S



Angeles Chemical Co.. Inc.

BALA T

April 30 3_and April 30, 1994

ASSETS

CURRENT ASSETS

Cash

Accounts Receivable (Net of Bad Debts Allowances of
$5,000,00 and $5,000.00, Respectively)
Inventories

Due from Stallion Tank Lines, Inc.
Due from Samson

Due from Other

Employee Advances

Deferred Charges - Schedule 2
Franchise Tax Prepoyment

TOTAL CURRENT ASSETS
FIXED ASSETS (at Cost)
Land

Qffice Trailers

Trucks & Autos

Tanks & Plant Equipment
Furmturs & Fixtures
Plant

IOTAL
Less: Accumulated Depreciation
BOO¥ VALUE

OTHER ASSETS
Deposits
{nvestment in Samson
TO OT 5

TOTAL ASSETS

LIAB AND SHAREHOLDERS'

CURRENT L

Accounts Payable

Accrued Liabilities - Schedule 2
Note Payable

Drum Deposits

Term Debt - Corrent - Schedule 2

TOTAL CURRENT LIABILITIES
TERM DERT - Schedule 2
SHAREHOLDERS' EQUITY

Common Stock, $0.10 Par Valus; 1,000,000 Shares Authorized;
54,065 Sharcs Issued & Qutstanding
Paid-In Capital
Retained Earnings
TOTAL £ M UITY

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY

SEE ACCOUNTANT'S COMPILATION REPORT

1995

78,714.32

780,060.21
1,012,310.16
49.841.28
259,210.16

16,970.96
135,520.52

2.332,621.61

548,000.00
99,568.00
189.801.00
822 673,00
237.148.00
365,599 00
2,362, 789.00
1,540,099.00
822,690.00

2,580.00
—22.113.87

_31.693.87

3.187 4

Y

997,558.73
44,049.42
61,647.92

6,905.00
.27.105.66
1.137.266.73

583,741.56

5,406.50
105,723.80
L.354,872.89
1.466.003.19

3,187,014

1994

344,736.75

826,603.18
886,014.45
62,015.51
313,390.80
4,897.14
11,628.56
162,935.41

—2,369.00

2.614,500.80

648,000.00
99.563.00
161,272.00
BO1,992.00
230,556.00
359 936.00
2,301,244.00
1,490.266 .00
B11,078.00

2,580.00
24.297.07
26,807.07

3.452.475.87

864,418.86
44,482.96
£5,010.68
67.556.53

_25152.93

1.086,621.96
—610,847.22

5,406.50
105,723.80
1.643,876.39
1.755.006.69
3,452,475.87

BR0O0008S



eles Chami ne.

TATEM OF INCOM ETAIN NINGS

For the Years Ended Apnl 30, 1995 and April 30, 1994

SALES

! F_SALES
GROSS_PROF[T

OPERATING EXPENSES
Salaries & Wages

Compensation Insurance
Qutside Labor
Insurance

Truck Expense

Freight

Commissions

Rent

Repairs & Maintenance
Plant Expense

Printing Expense
Tank Testing & TLab Expense
Auto & Travel

Bad Debis

Bank Charge
Telephone & Utilities
Depreciation

Payroll Taxes
Professional  Services
Taxes & Licenses
Business Promotion
Office Supplies
Computer Expense
Advertising

Profit Sharing Expense
Employee Welfare
Dues & Subseriptions
Equipment Rental
Seminars & Meetings

Donations
TOTAL OPERATING EXPENSES
OPERATING (1.OSS)

QOTHER (EXPENSES) INCOME - Schedule 1

(LOSS) BEFORE INCOME TAXES

Provision for Income Taxes

NET (LOS ETAINE GS
RETAINED EARNINGS - BEGINNING

RETAINED EARNINGS - ENDING

SEE ACCOUNTANT'S COMPILATION REPORT

1995

6,615,466.19

4,048,193.08
a6 .11

493,900.62
32,071.93
266,079.93
122,209.27
208,772.39
154,774.21
165,681.53
75,380.30
119,641,56
108,464.48
11,723.21
25,479.97
34,464,09
3,451.39
106.81
45,269.50
49,833,00
49,060.38
54,714.20
43,606.43
29,703,27
25,724.52
40,530.05
11,752.55
(467.00)
13,585.62
9,480,56
21,450.68
4,982.00
— 73500
2,232 167 45
(254,889.34)

—{33.314.16)
(288,203.50)
—800.00

(289,003.50)
1.643 876.39

1,354 877 89

.
100.00
70.26

29.74

7.47
0.48
4.02
1.85
J.16
2.34
2.50
1.14
1.81
1.64
0.18
.39
0.52
0.05

0.68
0.75
0.74
0.83
0.66
0.45
0.39
0.61
0.18
(0.01)
0.21
0.14
0.32
0.08
001

33.59
(3.89)

— 1994 %
6,975,932.38  100.00
4,764,547.39  68.30
2.211,384.99 3170
416,243.63 5.96
309,052.73 4.43
166,414.61 2.39
170,364.87 2.44
125,771.21 1.80
175,677,76 2.52
186,443. 16 2.67
123,282.30 .77
97,508.46 1.40
21,153.02 0.30
30,271.15 0.43
44,657.76 0.64
4,750.57 0.07
1,207.54 0.02
44,352.58 0.64
49,233.65 0.71
38,452.60 0.55
223,056.99 3.20
32,061.37 0.47
21,458.91 0.31
20,978.45 0.30
53,961.01 0.77
17,175.56 0.25
8,000.00 0.11
9,415.53 0.13
9,006.75 0.13
15,223.10 0.22
5,385.50 0.08
77500 _001
2,422 235 77 34.72
(210,850.78)  (3.02)
157,207.83 2,25
(53,642.95)  (0.77)
800,00 0,0
(52,442.95)  {0.18)

1.698,319,34

1,643.876.39

BR0O00090



Apgeles Chemical Co., Inc.

STATEMENTS OF CASH FLOW

OPERAT ACTIVITIES

Net (Loss)

Adjustments to Reconcile Net (Loss) to Net Cash
Provided by Operating Activitiss:

Equity in Income of Affiliste

(Gain) on Sale of Depreciable Assets

Depreciation
CASH (UUSE 8]
CASH PROVIDED (USED) BY OPERATING ASSETS AND JLIABILITIES:

Drecrease in Accounts Receivable

(Increase) Decrease in Inventoriss

Decrease in Deferred Charges

Decrease in Other Cwrrent  Assets

{Increase) in Other Assets

Decrease in Drum Inventory

(Decrease) im Accounts Payable

{Decrease) Increase in Accrued Liabilities

Increase (Decrease) in Customer Deposils

(Decrease) Increase in Franchise Tax Payable
v OPERATING ASSETS AND LIABILITIES

NET CASH (TISEDY BY OPERATING ACTIVITIES

INVESTING ACTIVITIES

Distributions  from Affiliate

Proceeds from Disposal of Property, Plant & Equipment
Purchase of Property, Plant & Equipment

NET CASH PROVIDED (USED} BY INVESTING ACTIVITIES
FINANCING ACTIVITIES

Increase in Notes Payable

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR

CASH AND CASH EQUIVATENTS - END OF YEAR

SUPPLEMENTAI. DISCLOSURE OF CASH FLOW INFORMATION
Cash Paid During the Years Ended April 30, 1995 and April 30, 1994 for:

Income Taxes
Interest

SEE ACCOUNTANT'S COMPILATION REPCORT

1995 1994
(289,003.50) - '(54,442.95)
(119,965.13) (127,100.98)

(1,927.00)
45,833.00 49,233,635
((359,135.63) (134,237.28)
46,542.97 152,185.80
(126,295.71) 118,831.62
27,414.89 28,575.04
65,909.61 128,853.43
(2,580.00)
5,680.88
133,139.87 (247,856.98)
{433.54) (62.503.90)
(60,651.53) 7,871.53
_2.360.00 £4,100.00)
87,095.56 124,957.42
(271,140.07) (9,279.86)
115,078.33 126,560.19
2,718.14
(61,445.00) (728.193.00)
53,633.33 (398.914.67)
(48,515.69) 635,364.72
(266,022.43) 27,770.19
344.736.75 316,966.56
78.7]4 344,736.75
500,00 4,900.00
51,525.00 16,035.7]

BR0O00091



OT oM XPEMNSES Schedule 1
For the Years Ended il .20, 9 ril 30, 1994
1283 % 1994 %
Income Split - Samson 119,965.13 1.81 127,100.98 1.82
Terminating Charges 32,143.29 0.49 37,567.90 0.54
Interest Income 6,630.57 .10 6.932.98 0.10
Claims Expense (8.576.10) {0.13)
Compensation Insurance Dividend 36,322.81 0.55
Contamination Expense . (168,443.00) (2.54)
Gain on Sale of Fixed Aszets _ 1,927.00 0.03
Miscellaneons Income 168.14 389.60 0.0
Migscellancous Expense ' {674.92) (0.01)
Interest Expense (51,525.00) (0.18) {16.035.71) (0.24)
NET OTHER (EXPENSES) INCOME (33,.314.16) 9.50 157,207.83 2.25

SEE ACCOUNTANT'S COMPILATION REPORT

BROO0092



DEFERRED CHARGES
Property Taxes
Insurance
Lease
Excise Tax - Fuel
Taxes & Licenses
Compensation  Insurance
Other

JOTAL

D _LIABILITIES

Commissions
Payroll Taxes
Sales Taxes
Payroll
ESOF Expense
Other

IQTAL

TERM DEBRT

J. Locke

A. Rosenthal

N. Spieler, Trustee

TOTAL

IERM DEBRT
J. Locke

A. Fosenthal
N. Spieler, Trustes
TOTAL

Angeles Chemjcal Co., Inc,

B [ EET SCHEDULES

il 30, 1995 and Apri] 30 4

Current

9,035.22
9.035.22
9.035.22
27,105.66

Lurrent

8,384.31
8,384.31

8,384,311

25,1529

SEE ACCOUNTANT'S COMPILATION REPORT

1995

1,922.22
95,511.00
518.00
16,843,3%
622,00
5,170.64
14,933,27
135.520.52

5,801.90

9,590.80
7,011.25

21.645.47
44,049.42

1995

Term

194,580.52
i94,580.52

194,580.52

583,741.56

1994

Term

203,615.74
203,615.74
203,615,774

610,847.22

Schedule 2

204

1,472.26
113,974.00
2,798.13
4,154.45

5,667.13
34,869.44
162,935.41

10,245.94
863.36
2,548,82
5,345.51
6,850.00

-18.644.33
44 .06

—fotal

203,615.74
203,615.74
203,615.74
610.847.22

—Jotal

212,000.05
212,000.05
2]12.,000.05
636 .15

BR0000S3
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As illustrated in thefabove gmph\t{re continues o be a relative and absolute decline in lower

becinl solvent Males since fiscal 1990, which sales mix change contributed to
argin gain to 3%% in fiscal 199% from 23-25% for several prior years,
specifically, since fiscal 1991 solvent sales have fallen from $3.9 million to $2 million while
packaging and Bortg sales gained $1.0 million to nearly $5 milkion. In fiscal 1994 solvent sales
fell $800,000 year tp year, while Bortz and packaging were off about $200,000, the first annual
drop in the sectors] Borz is a packager of paint thinner and finishes for the consumer/retail
market and its grogs margins are over fifty percent better than thosc for solvents. Anchem’s

consumer/industrial sales mix is now 70/30, up from 50/50 in cazlier periods.

Singe the peak in 1982 at $16.8 million, Company dollar sales have fallen 60% to $7 million
in fiscal 1994, Physical volume has declined even more because of periodic price increases.

The 14-year sales dfop reflects the loss of major accounts as many commercial customers moved
out of Southern California or changed their supplicr source away from Southern California. The
ever-increasing environmental reguiations in Greater Log Angeles have created an expensive and
difficult operating kircumstance for chemical processors and distributors and their customers.

The 1990-93 recesdion in the region was also a factor. Management continues W emphasize less
crviroomentally sepsitive consumer products.

| 44 262
In 1994, Anchem had about 120 active industrial customers and 350-in the packaging division,
both down from Tpcent years and reflecting the continuation of a long-term trend. Most are

G-

o ———
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located in Southemn California. Ellis Paint Company, owried by Robert Berg, an Anchem founder
and shareholder, is 4n important customer. :

Anchern's basic raw materials are these organic chemicals—propylene, glycol, wluene, ethylene

ingral spirits, 1-1-1 trichloroethane, and aicohols, These are forms of petroleum
turchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials
}-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and four sbove-groupd tanks (old railroad tank cars); one of 10,000 gallons capacity and threo
of 6,000 gallons eagh. Some of the storage tanks are not now used piven the decline in sales
and volume since the 1980s.

Anchem operates out of administrative offices and packaging and siorage facilities on a 1.8 acre
site in Santa Fe Sprifgs, Califespia. The structures and improvements are Company-owned, while
the underlying real [estate een owned by a partnership. comprised of. the-three founding - -~ -
stGckholders—Jotar Locke, Robert Berg and Arnold Rosenthal:™(Mr. Rosenthal is no longer active >
in the Company.) @n January 1, 1994, tile for the 1.8 acie Jand parcel was transferred by the
parinership to the Cpmpany in consideration of thres equal 14-year $216,000 notes (aggregating
$648,000) paying 1.5% annual intcrest. The total yearly principal and interest payments of
' $72,000 equal the tknt paid to the parmership and the ransaction is therefore cash flow neutral
to Anchem (on a pletax basis).

The Jand transfer plice was detertined by the three parties on other than an arm's-length "third
party” negotiated bpsis and which basis was not specifically disclosed to the appraiser. Given
the property envirgnmental clean-up yet to be completed and the Jand's location next o .2
Superfund site, the pppraiser believes the independently determined fair market value (FMV) of
the rea) property may be below the $648,000 capitalized on Anchem's financial statements as
of April 30, 1994.] Therefore, the appraiser recommends that the ESOP Trustee obtain a real
property FMV fml: s qualified independent commercial real estate appraiser for reference in
future ESOP valuafions. o

de-crating, and us¢s a Los Angeles public warehouse for distribution—replacing a terminated
wuehouse[ea;cr‘ i RovertBerg. ¢ Chived Feap {ebor)

As of the gnﬁm‘ of 1994, Anchem had 21 full-time employees versus 22 @ year eartlier,

In addition to its ;lma Fe Springs facility, Anchem rents a watehouse in Santa Fe Springs for

280 j igt Yenture
On March 31, 1 1,AnchcrnmteredMaﬁveandahaHymagmmtwiﬂaSmmm.hc..
dba Samson Cher caICo.,toopemtcmajuintvenmmbasisforﬁveymbeglnningOcmber 1,
. 1991. If the joint penture is still effective on September 30, 1996, Samson will cease operations
- and transfer 10 A its distributor relationships and its business and customer accounts. In
the interim, both Empanics maintain separate operations (at Santa Fe Springs) and customers.
Through this ion, Anchem was able to broaden its product kine tc} incl}:dc epoxy products.

Samson’s sales afe rumning at $8-¢ million annually, Samson’s income (as defined by the

On a combincd B?:sis, Anchem/Samson salos in fiscal 1994 were $186 million, indicating
3.7

7-
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1) is shared by the partners. In fiscal 1922, Anchem’s income share was booked
versus , .

at 3

4-“ ‘inﬁscalm/i

For ;\mhnr details on|this joint venture, sec the Navember 1991 valuation report.

Anchem also has a

stribution agreement with East Bay Oil, a Northern California chemical

distbutor, and a ix warehouse to further broaden its customer, business and geographic
base and replace lost in the Los Angeles Basin,
Management and Ownership s
The Company senior {management as of April 1994 consisted of:

Officsy Title Joined Co.  Age

John Locke President, CEQ 1971 AT &

Roberg Berg Secystary/Treasursr 1971 4 .,"

Custer President - Samzon Chenzical 1990 61
Jutnes| Locke Operations Manager 1985 < I
Tim Nahopey Controller 1990 N

Robert Custerisach

important manag

icat engineer with experience in chemical distribution and as such provides
t and sajes support for John Locke. Mr. Custer is concentrating on the

industrial market and Mr. Locke on retail and proprietary products.

As of April 30, 19
(excluding treasury

Class A common §
A valuation di

* or by Bramstadt &
through in any €

¢ ja taking a more active management role at Anchem, particutarly with

there were 40,000 Class A and 14,065 Class B common shares outstanding

} as follows:

Holder Nuiiber of Shares
Jobn Lacke 20,000 A shares 7%
Robert Berg 20,000 A shares Er)
ESOP 14065 Bshares 26

Tatal 34,063 A&B sharcs  100%

js voting and Class B is nonvoting. Otherwise, the two classes are equal.
for the nonveting Class B stock has not been taken by the prior appraisers

ssociates since the stock is in an ESOP where voting rights are not passed
t except for major corporate issues.

TOTAL P. 04

BRO00096
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114 Soorvsome %4 Suits 808
San Feanciton, Colfonnia 94104-2818
;mj 262-9900
b ﬁ'wy IEP-B40F

January 31, 1995
PERSONAL AND CONFIDENTIAL

Mr. John Locke

Angeles Chemical Co.

P.0O. Box 2163

Santa Fe Springs, California 90670

Dear Yohn:

Enclosed are three copies of the Anchem ESOP valuation study for April 30, 1994 and our
invoice for $3,600, which includes a $650 fee for my December 12th field visit and special
due diligence work. The extra due diligence included several key issues: update on the
ongoing SCS remedial and compliance work; the property transfer; the Spencer & Young
case and jury award; and the amended fiscal 1994 financial statements.

Sincerely yours, |

Eric M. Bramstedt

EMB:ew
_ enclosures

BR0O0O0101



114 Sansome Powet, SFouits 808
Son Fuancisco, Calfonnin 94108-3818

ﬁfy SEF-9900

v /m* JER-G492

January 31, 1995

Employee Stock Ownership Plan
Angeles Chemical Co. .

P.O. Box 2163

Santa Fe Springs, California 90670

Attn: Mr. John Locke

INVOICE

s, Nowo foncys

Base fee due for the update valuation of Angeles Chemical Co.
for Employee Stock Ownership Plan purposes as of April 30, 1994

Fee for field visit on December 12, 1994 and special due diligence
Total due

$2,950
530
$3.500

Note: Out-of-pocket expenses for the December 12, 1994 field visit previously invoiced on

January 19, 1995.

Thank you.

EMB:ew

N2

10503
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Angeles Chemical is a resale/ tor of liquid industrial and consumer product chermicals used
!‘l coating and other In!inml 1993, sales of solvents were $2:8 million, packaging—

miilion and Bortz—3$44) million.

As illustrated in the above graph, there has been a relative and absolute decline in lower gross
margin commexrcial solvent sales since fiscal 1990-91, which contributed to a Company gross
margin gain to 30% in fiscal 1993 from 23-25% for several prior years, Specifically, since fiscal
1991 solvent sales have fallen from $3.9 million to $2.8 million while packaging and Bortz sales
have gained $1.2 million to nearly $5.3 million. Bortz is a packager of paint thinner and finishes
for the consumer/retail market and its gross margins of 36% are over fifty percent better than
those for solvents, Anchem’s consumer/industrial sales mix is now-68/40, up from 30/50 in

recent periods. 79/:29

Singe the peak in 1982 at $16.8 million, Company dollar sales have dropped over 50% to the
}/ 7 /sgfneinion level for the past four fiscal years. Physical volume has declined even more because
of periodic price increases. The decade-long sales drop reflects the loss of major accounts as
several commercial customers moved out of Southern California or changed their su source
away from Southezn California. The ever-increasing environmental regulations in Greater Los
Angeles have created an expensive and difficult opersting circusnstance for chemical processors
and distributors and their customers. ‘The current recession in the region is also a factor.
Management continues to cmpg.ubize less environmentally sensitive consumer products.
[ (-
In 1993, Anchem had about J8U active industrial customers af ifi the packaging division,
both down abont 10% from a year carlier and refiacting the continuation of a long-term trend.
Maost are located in Southem California.  Ellis Paint Company, owned by Robert Berg, an
Anchem founder and shareholder, is an important customer.

_.u-"j -7-

r//"‘
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Anchem’s basic raw materials are these organic chemicals—propylens, glycol, toluene, ethylenc
glyeol, acetone, minesal spirits, 1-1-1 trichloroethane, and alcohols. These are foxmxof

distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Valkan Materials,
‘The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three
of 6,000 gallons each.

Anchem operates out of administrative offices and packaging and storage fagilities on a 1.8 acre
' site in Santa Fe Springs, California. The structures and improvements are Company-owned, while
>( the underlying real estate is owned by a partnership comprised of the three founding stockholders..
- John Locke, Robert Berg and Amold Rosenthal. Mr. Rosenthal is no longer active in- the
Company. The long-contempluted sale of the underlying real estate to the Company by the
partnership may occur during fiscal 1994, Anchem rents downtown Los Angelrs warehouse space
fro Berg. This lease was terminated subsequent to April 30, 1993,
o0 ranting wearehevsr v SES For a);r:-awqfr'ap 4?*"'( ¥ "Jé l"f L""‘fﬂ*l'”"-‘
As of the summer of 1993, Anchem had 22 full-time employees versus 26 a year carlier. The 'r"éj .
Company continues to temporary or part-time help, reflecting the higher packaging sales ~ ~
and reduce full-time employﬂes.> > 1

v:‘?‘.,{,{; 5

emi

On March 31, 1991, Anchem entared into & five and 2 half year agreernent with Saramco, Inc.,
dba Samson Chemical Co., to operate on @ joint venture basis for five years beginning October 1,
1991. If the joint venture is still effective on September 30, 1996, Samson will cease operations
and transfer to Anchem its distributor relationships and its business and customer accounis, In
the interim, both companies maintain separate operations (at Santa Fe Springs) and customers.
| A
3 industrial
about 45% of
¢t line to include
3 and 1992 were
million annually.

Prior to the joint venture arrangement, Samson was a Tornce, California-

chemical distributor operating unprofitably on annual sales of $3.5 million

Anchem’s size, Through this affiliation, Anchem was.able to broaden its p

epoxy products. On a combined basis, Anchem/Samson sales in fiscal years

just over Wamiéﬁon, indicating Samson’s sales are now running about $4
¥

Samson’s mcome (as defined by the agreement) is shared equally by the partners. In fiscal 1993,
Anchem’s income share was booked at %mo Versus %Qﬂﬂ in fiscal. 1992/ 9 #3

For further details on this joint venturs, see the November 1991 valuation report.
Samson was Anchem’s second business combination in five years, More receatly, Anchem
established a distribution agreement with East Bay Oil, a Northern California chemical distributor,

and opened 2 Phoenix warchouse to further broaden its customer, business and geographic base
and replace sales being lost in the Los Angeles Basin,

BR0O00107
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The Company serdor management as of April 1993 consisted of:

officer Xitis dnined Co,  Age
dJohwy Locke Praxident, CEQ N [
Rolwert Barg Sacrotory/Treituorar 1997 a
Rabart Custer Frasident - Samson Chemical 1990 &0
Jhlig Logke - Oparations Kanager 1989 29
Tim Mohorwy Cantrol bar 1990 36

Robert Custer is a chemical engineer with experience in chemical distribution and as such provides
important management and sales support for John Locke. Mr. Custer is concentrating on the
industrial market and Mr. Locke on retail and proprietary products.

Robert Berg,
p T e b

0 w1

3

The B

oard of Directors consists of John Locks,

-l

Amold Rosenthal, all foundars.

As of April 30, 1993 there were 40,000 Class A and 14,065 Class B common shares outstanding
(excluding treasury stock) as follows:

L
plaayt tplder —Mumber of Shares
o John Locke 20,000 A shares L7y
Robert Barg 20,000 A thares 37
FsOP 14,065 B shares
Total 54,065 ALR shares 100%

Class A common stock is voting and Clags B is nonvoting. Otherwise, the two classes are equal.
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event exccpt for major corporate issues.
Enyijronmental Issues Update

Se*  The four previous valuation studics for the fiscal years ended September 1989 through 1992

% (5 discuss in detail the rogional agencies which regulate Anchem’s operating and environmental
activities. According to management and SCS Engineers, ifs environmental consultant, as of
April 30, 1993 the Company had no environmental agency violations or citations.

/ f ! /‘tﬁ However, during fiscal 1993 and continuing into fiscal 1994, Anchem and SCS are working with

the California EPA on its on-site program to investigate for possible groundwater contamination

W relating to an adjacent California Super Fund site (McKesson property). In this connection,
‘ Anchem incurred state fees and incremental services from SCS.

The prior reports also discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far has not uncovered any
major problems or remedial work. Beginning in 1998, Anchem may be required to start replacing

9-
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
500 Citadel Drive, Suite 300
Log Angeles, CA 50040

January 17, 1805

Angeles Chemiral Co., Ine,
8915 Sorensen Ave.
Santa Fe Springs, CA 90670

The accompanying corrected balance sheeta of Angeles Chemical Co., Ine, as of April 30, 1994 and
April 30, 1908 and the corrected related staternents of income and retained earninge and cash flow for the
years then ended, have been compiled by ua in accordance with Statements on Standards for Accoumting
and Review Services issued by the American Institute of Certified Public Accountants.

A compilation is limited to presenting in the form of financial statements information that i the
representation of management,. We bave not audited or reviewed the accompanying corrected financial
statements and, accordingly, do not express an opinion or any other form of assurance on them,

Manegement has electad to omit substantially all of the discdosures required by generally accepted
accounting principles, If the omitted disclosures were included in the corrected financial statements, they
might influence the user’s conclusions about the Company’s financia} position and results of operations.
Accordingly, these corrected financial statements are not designed for those who are not informed about
such matters.

The accompanying financial statements have been reissued to correct an understatement of fixed
aepets in the amomt of $648,000.00, an understatement of notes payable in the amount of $636,000.15,

an understatement of inierest expense in the amount of $12,000.15 and an overstatement of rent expense
in the amount of $24,000.00,

Singer, Traynor & Co.
Certified Public Accountants

BROO0111



CURRENT ASSFTS

Cazh

Angeles Chemical Co., Ine.
BALANCE SHEETS

April 30, 1994 and April 30, 1993
ASSETS

Accounts Receivable (Net of Bad Debts Allowances of

$65,000.00 and $5,000.00, Respectively)

Inventories

Due from Stallion Tank Lines, Ine.
Due from Samson

Due from Other

Employee Advancea

Deferred Chargas - Schedule 2
Franchise Tax Prepayment

TOTAL CUTRRENT ASSETS
FIXED ASSETS (at Cost)
Land

Drums

Office Trailera

Trucks & Autos

Tanks & Plant Equipment
Furniture & Fixtures

Plant
ZOTAL

Less; Accumulated Depreciation
BQOK VALUE .

QLLER ASPETS

Depoaits

Investment in Samson

Accounta Payable

Accrued Liabilities - Schedule 2
Note Payable

Drum Deposita

Franchise Tax Payable

Term Debt - Current

TOTAL CURRENT LYARILITIES

IERM DEBT

SHAREHOLDERS® EQUITY
Common Stock, $0,10 Par Value; 1,000,000 Shares Authorized;
94,085 Bhares Issued & Quistanding

Paid-In Capital

SEE ACCOUNTANT'S COMPILATION REPORT

COBRRECTED

1904

344,738.75

826,608.18
886,014.45
62,015.51
313,390.80
4,897.14
11,6258.86
162,935.41
2,368.00
£:614,500.80

$48,000.00

£0,668.00
161,272.00
801,852.00
230,556.00

—360.066.00
2,301,844.00

5,406.50
105,728.80

1,643 876.99

— 1993

316,066.56

978,788.98
0920,421.99
158,894.70
369,129.15

3,117.74

4,643.85 -
191,510.45

2.928.473.42

'127,762.98

09,587.42
204,966.38
740,231.98
215,785.20

35737047
1,745,674.41

1,112,275.54
1086,986.86
B85,046.11
59,685.00
1,781.00

1.364,724.81

5,408.50
104, 728.80
1 10.34

BR0O00112



Angales Chemieal Co., Inec.

TA' i
For the Years ed Aprj 4 and April 30, 1
1004 %__

SALES 6,976,932.38 100.00
LESS: T 4,764.547.99 £8.80

GROSS PROFIT 221138499 31.70

E
Salariea & Wages 418,243.83 5.96
Outeide Labor 800,062.73 4.43
Insurance 168,414.81 239
Truck Expenae 170,364.87 2.44
Freight 125,771.21 1.80
Commissions - Bortz 175,677.76 252
Rent 168,448.16 2.87
Repairs & Maintenance 123,282.30 177
Plant Expense £7,508.48 1.40
Printing Expense 21,158.02 0.30
Tank Testing & Lab Expense 30.271.15 0.43
Auto & Trave] 44,657.78 0.64
Bad Dehts 4,750.67 0.07
Bank Charge 1,207.54 0.02
Telephone & TTtilitiea 44,352.58 0.64
Depreciation 49,299.65 0.71
Payroll Taxes 38,452.80 .65
Professional Services 223,056.99 8.20
Taxas & Licenses 32,061.37 0.47
Business Promotion 2L,468.01 0.91
Office Supplies 20,978.45 0.30
~“Computer Expense 53,961.01 0.77

Advertising 17,175.86 0.25
Profit Bharing Expense 8,000,00 0.11
Emplayes Welfare 9,415.58 0.13
Duss & Bubscriptions 9,008.75 0.18
Equiprent Rental 15.228.10 0.22
Seminars & Meetings 5,385.50 0.08
Donations 775.00 0.01

TOTAL QOPERATING EXPENSES 242223577  84.72

OPERATING (L.OSS) (210,850.78)  (8.02)
OTHER INCOME (EXPENSES) - Schedule 1 ~157.207.83  _2.25

(LOSS) INCOMFE BEFORE INCOME TAXES (53,8642.95)  (0.7D
Provision for Income Taxes B0O.00 _0.01

NET (LOS8) INCOME T() RETAINED EARNINGS (54,44205)  (0.7B)

BETAINED EARNINGS - BEGINNING 1.608.310.34

EETAINED EARNINGS - ENDING L843,870.30

SEE ACCOUNTANT’S COMPILATION REPORT

CORRECTED

G8

1903 Z
8,103,33697  100.00
_10.23
2,412 883.7 2077
464,555.18 6.73
362,178.87 447
293,829,929 2.88
162,836.38 - 2.01
157,602.85 1.94
153,770.83 1.90
148,880.01 1.78
128,960.56 1.50
87,726.24 1.21
89,665.83 1,08
80,400,686 0.69
55,345.54 0.68
46,254.96 0.57
45,912.25 0.57
43,768.18 0.54
42,616.70 0.53
40,881.51 0.50
37.271.26 0.48
30,950,335 0.38
28,771.54 0.36
28,412.87 0.35
16,420.09 020
18,200,00 0.20
11,167.08 0.14
10,424.82 0.13
7,791.57 0.10
3,085.00 0.04
—150.00 —
2:.84,920.88
(122.5637.18) (1.51)
17591108  _2.17
53,373.98 0.66
—4.131.00 _0.06
4924288 0.1
1,649.076.46
1,608,310.34

BR0O00113



les Chemiecal Ca.

STATEMENTS OF CASH FI1OW

For the Years Ended April 30, 1994 and

Net (Loss) Income

Adjustments to Reconcile Net (Loas) Income to Net Cash
Provided by Operating Activities:

Equity in Income of Affiliate

(Gain) on Sale of Depreciable Assets

Depreciation

Decrenae in Account.a Reemvnble
Decrease (Increase) m Inventories
Decrense (Increase) in Deferred Charges
Decragse in Due from Others
(Incrense) in Other Asscts
Decrease in Drum Inventory
(Decrease) in Accounts Payable
{Decrease) Increase in Accrued Liabilities
Increase (Dacreass) in Customer Deposits
- (Dwme) Increaae in meh:ae Tnx Pa,yable

-Collections on Employee Advances

'Distributions from Affiliate

‘Procesds from Disposal of Property, Plant & Bquipment
Purchass of Property, Plant & Equipment

H (118 PROVIDED BY TING Al 8

Inerease in Notes Payable

Caah Pa.l.d D‘urmg thﬂ Years Ended April 30 1994 and Apnl 30, 1993 for:
Income Taxes

Interest

SEE ACCOUNTANT'S COMPILATION REPORT

CORRECTED

il 30

1904

(54,442.95)

(127,100.98)
€1,927.00}

162,185.80
118,831.682
28,575.04
128,858.48
(2,580.00)
6,880.88
(247,856.98)
(62,603.90)
7,871.63
{4.100.00)
124 957 42
{9.279.80)

128,360.19

2,718.14
(728,103.00)
(598,014.67)

835.064.72

27,770.19

216.968.56
344 736.76

188
49,242.88

(138,889.14)
43.768.16
{45,878.10

34,254.00
(45,724.00)
(13,920.00)

8,288.00
(107,908.00)
49,386.00
(315.00)

—203.00
(16,732.00)
(121.610.10)

(13,462.00)
- 12,825.00
152,381.00

(20,746.00)
1 .00

16,190.00
24,387.90

202.576.66

5.818.18
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Income Split - Sameon
Terminating Charpes
Interest Income
(Gain on Sale of Fixed Assets
Miscellaneous Income
Miacellaneous Expense
Intereat Expense

TOTAL

For the

Angeles Chemical Co,, Inec.
QTHER INCOME (EXPENSES)
nded April 80, 1004 and Apri

1804

127,100.98
57,567.90
6,082.08
1,927.00
389.60
(674.92)
16,033.71)
157,207.88

3EE ACCOUNTANT'S COMPILATION REPORT

CORRECTED

&

1.82
0.54
0.10
0.03
0.01
(0.01)
(0.24)
2.25

Schedule 1
1993 %
188,889,14 1.71
83,155.88 0.41
T7,861.11 0.10
2,650.00 0.03
1,338.06 0.02
(2,175.00) {0.03)
6,818.18 {0.07
i75.811.08 247
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Anpeles Chemieal Co, Ine.
BALANCE SHEET SCHEDULES edule 2

ril 30, 1094 and 593
1004 1098
DE CHARGE
Property Taxes 1,472.28 1,606.92
Insurance 113,974.00 152,855.43
Lease 2,798.13 518.00
Excise Tax - Fuel 4,154.45 1,067.78
Compensation Ingurance 5,667.13 8,005.48
Other _24.860.44 21.076.84
TOTAL 16253541 10151045
ACCRUED TJARILITIES
Tank Testing 63,004.46
Commigsions _ 10,245.04 11,430.05
Payroll Taxes 868.36 1,661.96
Sales Taxes . 2,548.82 4,457.95
Payroll 5,345.51 5,846.64
ESOP Expense 6,850.00 1,850.00
Other | 18,624 83 18:435,80
JOTAL 44,482.50 106.926.50
—jotal Current —Term. .
J. Locke 212,000.05 8,384.31 203,616.74
A. Rosenthal 212,000.05 8,384.51 209,616.74
N. Bpieler, Trustee 212 000.05 8,384.31 203,616.74
TOTAL 636.000.15 25,152.93 610,847.22

SEE ACCOUNTANT'S COMPILATION REPORT
CORRECTED
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ANGELES. CHEMICAL 0., ING.
# 8013 .Sorensen’Avenue
; Senve Fe Springs, CA 90670
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8913 Sorensen Avenus, -Santn Fe Speings, California 90670
" phumben e Suceen (S} (Bistoy i Covmi
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DEC-13-1994 21:15 ANCHEM SANTR FE SPGB 31BE3E7TS71 P.EE
ERE :

.

ROTE SECURED RY DEED OF TRUST
(INSTALLMENT NOTE.- 1NTEREST INCLUDED}

Santa Fe Springs, California
$216,000.00 October 1, 1992

In installments as herein stated, for value received, the
undersigned promises to pay to John G. Locke and Janyce B. Locke,
husband and wife, as communi.y property at Santa Fe Springs,
California, the sum of two hundred sixteen thousand ($216,000.00)
dollars, with interest from Octobsr 1, 1993, on unpaid principal at
the rate of seven and one half (7.5%) percent Per annum; principal
and irnterest payable in installments of two thousand ($2,000.00)
dollars or more on the first day of each month, beginning on the
first day of October, 1993, and continuing until) gaid principal and
interest have been paid. .

Ezch payment shall be credited first on interest then due and
the remainder on Principal; and interesgt ghall thereupon cease unon
the principzal so credited. Should default be made in payment of
any installment when due, the whole sum of principal and interest
shall beccme immediztely due at the ontion of the holdar of Lthis
note. Principal and intarest pavable in lawful money of the Hnited
States. If action be instituted on this note, the undergigned
promises to pay all costs of collection, including reasonabla
attorney's fees,

ihig note is sacured by one of the three Deeds of Trust, aof
evan date herewith, and all of which have equal priority, :o
Chicago Title Company as Trustae, executed by the undersigned 4in
favor of the herein named bayaes, John G. Locke and Janyce 8. Locke
a8 to an undivided one third (1/3) interest; and is givenm as mact
of the purchase price for their ovnership interest in the reaz]
property described in said Deed of Trust.

: . A
By L L ’iyéfﬂ
_~John G. Locke,

< Eresident

K / /.' - - R

By: /¢ (r "‘_-/ :‘f fzf-j ‘“,-,.
Fobert 0. Berg Ay

Secretary ‘

hY

Lochka. Not

Fﬂm
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Mt. Eric Brémsbadf Qctober 31, 1994
114 Sansome Street, Suite 808

San Francisco, CA 94104-3818

RE: Valuation for the year ended April 30, 1994

Dear Eric:

Enclosed are the financial statements for our most recent year end. I thought you might review
these before our meeting in a few weeks.

We had some major litigation expenses during the year which normally would not occur and
caused the net loss for the year. We can discuss this and the status of the litigation when we
meet. ‘

Looking forward to seeing you.

Sincerely

< MW- /

Tim Mahoney

8915 Soranson Avenuw = P.0, Box 2163 « Sonta Fe Springs, Cofifornia 90670
Telsphone (j!!!n $45-3911 o (34) 685-4306 (L.A.) » (FMneEERco
e
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BRAMSTEDT

and Associates ingcorporated
Financlal Consulting
Business Valuations

Financial Analysis

January 20, 1995

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co., Inc.

P.O. Box 2163

Santa Fe Springs, California 90670

Attn: Mr, John Locke

You have requested that we express an opinion as to the fair market value of the common stock
of Angeles Chemical Co_, Inc. ("Anchem” or the "Company") as of April 30, 1994 for Employee
Stock Ownership Plan (ESOP or *Plan*) purposes. The purpose of this letter is to advise you
of our opinion of value, The formal evaluation report will be forwarded under separate cover
when completed.

In arriving at an appraisal of fair market value, some primary determinants of value are retumn
on investment, growth potential and the investor’s perception of risk. We have examined these
factors as well as liquidity andotlmrﬁnancmlelemcntsmanalymngﬂmupmungand financial
performance of Anchem.

Our review and analysis places a fair market value on the common equity ownership of Anchem
as of April 30, 1994 of $1,421,555 or $26.30 per share based on 54,065 shares outstanding.
It is derived from an adjusted book value approach and is discounted for restricted marketability.

The appraiser understands that this valuation conclusion will be used primarily for Plan
administration purposes at April 30, 1994. Before any future ESOP valuations are conducted,
particularly where there are to be significant ESOF/company stock transactions, the appraiser
requests the Trustee obtain an independently derived fair market valuation of the Company’s
recently acquired real property from a qualified commercial real estate appraiser.

2402 Vista Del Mar Lane Tiburon, C.A 94520-1208 Tel 4154550438 Fax 4154350478
114 Sansome 5t., Suite BOB San Francigco, CA 94104-3818 Tel A15-362-09000 Fax 415-362-8492

BR0O00120



Angeles Chemical Co., Inc.
January 20, 1995
Page two

It is important to note that this per-share fair market value is for transactions involving minority
interest(s) in the Company's common stock. It does not reflect the value of Anchem as an entity
or the value of a block of stock which would give a single buyer control of the Company. The
value established is based on financial information through April 1994. Accordingly, this value
should be valid not only for that date, but also for a reasonable period beyond it.

Thevalﬁaﬁmomdusimmdﬂnapprﬂsﬂrepoﬂmbdngpmpuedbyﬂmnmdt&m
as a subcontractor to Sansome Street Appraisers, Inc.

Sincerely,
BRAMSTEDT & ASSOCIATES, INC.

Ev 9 Boi 2T

Eric M. Bramsiedt, CFA
EMB:ew

cc; Tim Mahoney
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BRAMSTEDT
and Assoclates Incorporated
Financial Consulting

Business Valuations

Financial Analysis

Evaluation
of the
Common Stock
of

ANGELES CHEMICAL CO,

as of
April 30, 1994

Prepared by:
Bramstedt & Associates, Inc.
January 1995

2402 Vista Del Mar Lane Tiburon, CA 54020-1208 Tel 41543504358 Fax 4154539438
114 Bansome St., Sulte 808 San francisco, CA B4104-3818 Tel 415382900 Fax 4] 53628492
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BRAMSTEDT
and Associates Incorporated
Financial Consulting Jam 25’ 1995

Business valuations

financial Analysis

CONFIDENTTAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co.

P.0O. Box 2163

Santa Fe Springs, California 90670

Attn: Mz. John Locke
Gentlemen:

You have requested we establish the fair market value of the common stock of Angeles Chemical
Co. for Employee Stock QOwnership Trust (ESOT) purposes as of Aprl 30, 1994,

QOur evaluation places a fair market value of $1,421,555 on the common stock of Angeles
Chemical Co, as of April 30, 1994. Based on 54,065 A and B common shares outstanding, the
value per share is $26.30. This evaluation is derived from modified adjusted book value and
working capital approach and is discounted for restricted marketability. The valuation conclusion
was (ransmitted to John Locke on January 20, 1995,

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome
Street Appraisers, Inc.

Earnings prospects can change, as can the general economic climate. Federal regulations require
that the Company’s common stock be reevaluated at least annually for ESOT purposes,

Very truly yours,
BRAMSTEDT & ASSQCIATES, INC.

£ tn. Lo Xitf

Eric M. Bramstedt, CFA
President

EMB:ew
enclosure

2402 Vista Del Mar Lane Tiburon. CA 04920-1208 Tel 41543504358 Pax 4154350458
114 Sansome 5t.. Sulie 0B San Francisco, CA 4 04-3818 Tel 415-362-0900 Fax 415-362-8402
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L

- INTRODUCTION AND SUMMARY

The Administrative Committee of the Angeles Chemical Company, Inc, Employee Stock
Ownership Plan has requested that we evaluate the common stock of Angeles Chemical Company,
Inc. ("Angeles Chemical," “Anchem” or the "Company") as of plan year end April 30, 1994
in order to determine the minority interest fair market value of the Company’s common stock
for anmual Employee Stock Ownership Plan (ESOP) reporting pucposes and for use in common
stock transactions involving the Company’s ESOP.

At April 30, 1994, Anchem's ESOP owned 14,065 B common shares of Company common stock
(26% of the A and B common stock). During fiscal 1994, Anchem made an $8,000 cash ESOP
contribution. :

Company Overview

Anchem is a closely held corporation with no present market for its common stock, It is &
regional Southem California liquid chemical distributor whose products are used in industrial,
commercial and retail/consumer applications. Sales in fiscal 1994 dropped 13.9% to just under
$7 million after stabilizing at $8 million for fiscal 1990-1993. The Company recorded a net loss
of $34,000 in fiscal 1994 following two essentially break-cven years. This loss was primarily
attributable to heavy legal costs on Company-initiated litigation, most of which expense was
nonrecurring, Soil and underground water contamination conditions at Anchem’s plant are
continuously being monitored and tested, which requires significant on-going testing and other
costs. As of April 30, 1994 no major environmental liability or remedial responsibility had been
revealed, although the Company will have to replace its underground storage tanks (UST's) before
the end of the decade.

Like all chemical processors, Anchem and its customers are facing substantial environmental
regulations in the Los Angeles Basin. These have seriously impacted Anchem’s industrial business
base and combined with the 1990-1993 California receszion have caused Anchem to lose money
three of the past five years as sales eroded.

Prior to fiscal 1994, Anchem had a debt-free balance sheet whose assets primarily comprised
receivables and inventory, with some cash equivalents. Given the operating and financial
circumstances, the ESOP valuation for several yeats was prepared on an asset rather than income
basis. An adjustcd book value approach was cmployed again at April 30, 1994 although the
Company’s balance sheet now reflects a large (shareholder) loag-term note.

BR0O00125



Yaluation Criteria

We have valued the common stock of Anchem based upon: (1) the pertinent regulations and
principles promulgated by the Internal Revenue Service and the Department of Labor; (2) an
analysis of the Company's financial statemnents, forecasts and other information; (3) discussions
with management; (4) analysis of the relevant industry conditions; and other factors.

The basic rules for valuation are laid down in Revemue Ruling 59-60 issued by the Internal
Revenue Service in March 1959 (as modified by Revenue Ruling 65-193). The rulings define
*fair market value” as follows:

*....the price at which the property would change hands betweea & willing buyer and s willing ssllec

when the former is not under sy compulsion to buy and the litter is not under any compulrion

tosell, both parties having reasonable knowledge of relevant fucts, Court decisions frequently siate,

in addition, that the hypothetical buyer and ecller aro sssumad 1o be able, as well as willing, to
trade and he well informed about the property and concerning the market for snch property.*

This definition is widely accepted and used in courts of law and in tax literature and is the most
widely used approach in valuing closely held securities, It is the basic definition upon which
we have relied in determining the fair market value of the Company’s stock. Revenue Ruling

39-60 was issued for estate valuation purposes, but is not limited to that use. It serves as a guide
in virtually all valuation situations requiring the determination of fair market value,

The Department of Labor has issued proposed regulations on *Adequate Consideration” which
address valuation issues affecting Employee Stock Ownership Plans. These proposed regulations

endorse Revenue Ruling 59-60 and set forth other factors to be considered in valuing securities
for ESOP purposes.

Consequently, this report has considered the following factors:

~~  The history of the Company and the nature of the business

—  General economic outlook and the outlook of the particular industry

—  Book value of the stock and the financial condition of the business

—  Earnings capacity of the Company

—  Dividend paying capacity

—  Whether the enterprise has goodwill or other intangible value

~-  Sales of stock and the size of the block to be valued

—  Market prices of stock of other comparable companies traded on exchanges

These eight factors are fundamental to any appraisal of closely held securities, They are not,
however, all-inclusive. Other factors relevant to the subject valuation were also considered.
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YValuation History and Conclnsion

This valuation represents an update of prior appraisals of Anchem’s common stock for ESQP
purposes prepared by this appraiser as a subcontractor to Sansome Street Appraisers, Inc., a
wholly owned subsidiary of Menke & Associates, Inc. The following table summarizes our fair
market value findings for the past five years:

Aggregats
Ratz ESOP Value Shem Sajen !
4/30/94 $1,421,555 $26.30 204%  41.2% 8% 0.64X 0.93x

4/30/93 1,650,000 30.50 204 L7 ] 92 0.68 1.06
4130/92 1,621,000 30.00 20.1 51.3 7] 0.83 1.10
4/30/91 1,653,300 30.60 20.8 61.2 29 0.83 1.10
4/30/90 1,527,885 2825 18.8 54.7 85 0.79 1.14

Based upon our analysis of Angeles Chemnical Co., Inc., our experience in the valuation of
closely held securities, and the consideration of the factors set forth in this report, we are
of the opinion that the aggregate minority interest fair market value of the common stock
of Anchem for Employee Stock Ownership Plan purposes as of plan year end April 30, 1994
was $1,421,555, or $26.30 per share based upon 54,065 shares of A and B comman stock
ﬂﬂmndingo

This determination of fair market valuc is based on an adjusted book value approach and is
discoonted for restricted marketability.

The appraiser understands that this valuation conclusion will be used primarily for Plan
administration purposes at April 30, 1994. Before any future ESOP valuations are
conducted, particalarly where there are to be significant ESOP/Company stock transactions,
the appraiser requests the Trustee obtain an independently derived fair market valuation
from a qualified commercial real estate appraiser of the Company’s real property acquired
in Janusry 1994,

Important Subsequent Event

In August 1994 a Los Angeles Superior Court jury awarded Anchem $527,000 for damages
suffered by the Company as a result of improper contractor installation of underground storage
tanks and piping in the early 1980s which cansed soil contamination. The defendant, Spencer
and Jones (S&7), has posted bond and appealed the award, which appeal is expected to be heard
by late 1995. If the award is sustained, the economic and financial effect on Anchem would be
materially positive. This jury award ocenrred too far beyond the April 30, 1994 ESOP valuation
date to be considered as a “contingent asset® for valuation purposes at that date but may be so
considered at April 30, 1995. The $&J suit was originally filed in early 1993,

-3-
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The purpose of this valuation report is to determine the fair market value of the common stock
of Anchem on a minority interest basis as of plan year end April 30, 1994 for annual ESQP
reporting purposes and for use in common stock transactions involving the Company’s ESOP.
Use of this report for other than ita specifically stated purpose or by third parties may result in
invalid conclusions.

In preparing this valuation, Bramstedt & Associates has relied upon and assumed the accuracy
and completencss of all financial, statistical and other information provided by Anchem.
Bramstedt & Associates has also considered information based upon other publicly available
sources which it believes to be reliable; however, Bramstedt & Associates and the appraiser do
not guarantee the accuracy and completeness of such information and have not independently
verified the financial statemnents and other information. The appraiser is not aware of material
omissions or understatements from management and other sources which would affect values
contained in this report. The fair market value arrived at hercin represents the appraiser’s
considered opinion based upon the facts and information presented to him. No legal opinion is
expressed by this report and its accompanying documents.

This valuation report does not specifically address the financial impact, if any, of matters requiring
special expertise or knowledge not generally held by business appraisers. As such, this report
does not address in significant detail issues involving toxic contamination, hazardous waste,
engineering and structural soundness, litigation and legal concemns, etc.

In preparing this valuation report, a variety of data and assumptions has been used. The financial
information on past performance has been gathered from Anchem’s financial statements for the
past five fiscal years. We have included in Appendix Ia copy of Anchem’s most recent financial
statements, prepared as a compilation, as amended, by Singer, Traynor & Co., CPAs, for the
fiscal year ended April 30, 1994, '

Projections of expected future financial performance through fiscal 1995 have been provided to
us by the management of Anchem. Interviews have been held with members of management
at the Company’s Santa Fe Springs facility in December 1994 and with certain outside sources
regarding certain Company events,

Neither the appraiser nor Bramstedt & Associates, Inc. has any present or contemplated future
financial interest in Anchem, and the fee for this valuation is not contingent upon the fair market
value determined. The qualifications of Bramstedt & Associates, Inc. to undertake this valuation
are set forth in Appendix II.
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Scope

The marketability of the subject company’s stock, the control position of majority shareholders,
and the relationship of these factors to the block of stock being valued can affect the concluded
value. In valuing a block of stock, IRS Revenue Rulings and court decisions provide & basis for
concluding that a discount it valid for an absence of marketability if the value base does not
already reflect the lack of marketability. Further, a minority stock interest in a closed corporation
i8 usually worth much less than a proportionate share of the entity value of all the corporate stock.,
Discounts can range from 10% to 30% or more. When minority interest and lack of marketsbility
discounts are both applied, they are sequential.

This valuation is specifically intended to establish a per-share fair market value for shares to be
issued or sold to the Company’s Employee Stock Ownership Trust (BSOT). This report does
not address the value of the Company as an entity. The value of the Company as a whole, with
the attendant rights to control the direction and growth of the Company, to influence or control
compensation and dividends, to change management, t0 acquire other companies and/or buginess:
operations, of to sell or merge the Company, may be greater than the total value implied by this
valuation. On the other hand, the value of minority interest shares held outside of the ESOT
wauldprobablybelcssﬂmnthevaluedmnﬂnedmthisrepon An ESQP with a "put” option
obligating the Company to repurchase the shares held by participants provides a valid market
for such stock. Minority interest shares held outside of the ESOT would by necessity be
discounted for their inherent lack of marketability,
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m. THE COMPANY
History
Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used

in coating and other processes. In fiscal 1994, sales of solvents were $2.0 million, packaging~—
$1.1 million and Bortz—$3.9 million.

L9}

As illustrated in the above graph, there continues to be a relative and absolute decline in Iower
gross margin commercial solvent sales since fiscal 1990, which sales mix change contributed to
a Company gross margin gain to 32% in fiscal 1994 from 23.25% for several prior years.
Specifically, since fiscal 1991 solvent sales have fallen from $3.9 million to $2 million while
packaging and Bortz sales gained $1.0 million to nearly $5 million. In fiscal 1994 solvent sales
fell $800,000 year to year, while Bortz and packaging were off about $200,000, the first anncal
drop in the sectors. Bortz is a packager of paint thinner and finishes for the consumer/retail
market and its gross margins are over fifty percent better than those for solvents, Anchem’s
consumer/industrial sales mix is now 70/30, up from 50/50 in earlier periods.

Since the peak in 1982 at $16.8 million, Company dollar sales have fallen 60% to $7 million
in fiscal 1994, Physical volume has declined even more because of periodic price increases.
The 14-year sales drop reflects the loss of major accounts as many commercial customers moved
out of Southern California or changed their supplier source away from Southern California. The
ever-increasing eavironmental regulations in Greater Los Angeles have created an expensive and
difficult operating circumstance for chemical processors and distributors and their customers,
The 1990-93 recession in the region was also a factor. Management coatinues to emphasize less
environmentally sensitive consumer producis.

In 1994, Anchem had about 120 active industrial customers and 350 in the packaging division,
both down from recent years and reflecting the continuation of a long-term trend, Most are
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located in Southern California. Ellis Paint Company, owned by Robert Berg, an Anchem founder
and shareholder, is an important customer.

Anchem®s bagic raw materials are these organic chemicals—propylene, glycol, toluene, ethylene
glycol, acetone, mineral spirits, 1-1-1 trichloroethane, and alcohols. These are forms of petroleum
distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials,
The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three
of 6,000 gallons each. Some of the storage tanks are not now used given the decline in sales
and volume since the 1980s.

Anchem operates out of administrative offices and packaging and storage facilities on a 1.8 acre
site in Santa Fe Springs, California. The structures and improvements are Company-owned, while
the underlying real estate had been owned by a partnership comprised of the three founding
stockholders--John Locke, Robert Berg and Amold Rosenthal. (Mr. Rosenthal is no longer active
in the Company.} On January 1, 1994, title for the 1.8 acre land parcel was transferred by the
partnership fo the Company in consideration of three equal 14-year $216,000 notes (aggregating
$648,000) paying 7.5% annual interest. The total yearly principal and interest payments of
$72,000 equal the rent paid to the partnership and the transaction is therefore cash flow neutral
to Anchem (on a pretax basis).

The land transfer price was determined by the three parties on other than an arm’s-length "third
party” negotiated basis and which basis was not specifically disclosed to the appraiser. Given
the property environmental clean-up yet to be completed and the land's location next to a
Superfund site, the appraiser believes the independently determined fair market value (FMV) of
the real property may be below the $648,000 capitalized on Anchem’s financial statements as
of April 30, 1994, Therefore, the appraiser recommends that the ESQP Trustee obtain a real
property FMV from a qualified independent commercial resl estate appraiser for reference in
future ESOP valuations.

In addition (o its Santa Fe Springs facility, Anchem rents a warchouse in Santa Fe Springs for
de-crating, and uses a Los Angeles public warchouse for distribution—replacing a terminatad
warchouse lease with Robert Berg.

As of the summer of 1994, Anchem had 21 full-time employees versus 22 a year earlier,

Samson Cherical Co. Joint Venture

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc.,
dba Samson Chemical Co., to operate on a joint venture basis for five years beginning Qctober 1,
199]. If the joint venture is 36l effective on September 30, 1996, Samson will cease operations
and transfer to Anchem its distributor relationships and its business and customer accounts. In
the interim, both companies maintain separate operations (at Santa Fe Springs) and customers.
Through this affiliation, Anchem was able to broaden its product line w include epoxy products.

On a combined basis, Anchem/Samson sales in fiscal 1994 were $10.6 million, indicating
Samson’s sales are running at $3.6 million annually. Samson’s income (as defined by the
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agreement) is shared equally by the partners. In fiscal 1994, Anchem’s income share was booked
at $127,000 versus $139,000 in fiscal 1993,

For further details on this joint venture, see the November 1991 valuation report.
Anchem also has a distribution agreement with East Bay Qil, a Northern California chemical

distributor, and a Phoenix warchouse to further broaden its customer, business and geographic
base and replace lost sales in the Los Angeles Basin.

The Company senior management as of April 1994 consisted of:

Officer Title foiged Co,  Age
John Locke Pregident, CEO 1971 67
Robert Berg Secretary/Treasuror 1971 62
Robert Custer President - Samson Chemical 1990 61
James Locke Operations Manager 1985 30
Tim Mahoney Controller 1960 37

Robert Custer is a chemical engineer with experience in chemical distribution and as such provides
important management and sales support for John Locke, Mr, Custer is concentrating on the
industrial market and Mr. Locke on retail and proprietary products.

The Board of Directors consists of John Locke, Robert Berg, and Amold Rosenthal, all founders.
As of Iate 1994, Mr. Berg is taking a more active management role at Anchem, particularly with
the January 1, 1995 implementation of the Responsible Distribution Procass (see below).

Asof April 30, 1994 there were 40,000 Class A and 14,065 Class B common shares outstanding
(excluding treasury stock) as follows:

Holder wo Number of Shayes

Jobn Locks 20,000 A shares 37%

Robert Barg 20,000 A ghares 37

ESOP 14,065 B sharea ]
Total 54,065 AZB dures  100%

Class A common stock ig voting and Class B is nonvoting. Otherwise, the two classes are equal.
A valuation discount for the nonvoting Class B stock has not been taken by the prior appmisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event except for major corporate issues.
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The valuation studies for the fiscal years ended September 1989 through 1992 discuss in detail
the regional agencies which regulate Anchem’s operating and environmental activities. According
to management and SCS Engineers, its environmental consultant, as of April 30, 1994 the
Company had no environmental agency violations or citations.

However, beginning in fiscal 1993 and continuing into fiscal 1995, Anchem and SCS are working
with the California EPA on its on-site program to investigate for possible groundwater
contamigation relating to an adjacent California Super Fund site (McKesson property). In this
connection, Anchem incurred state fees and incremental sarvices from SCS.

The prior reports discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far has not uncovered any
major problems or major remedial work. By 1998, Anchem could be required to start replacing
its underground tanks on a progressive basis. No specific funding for this project has yet been
accrued by Anchem,

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs.
The appraiser does not believe the Company has been able to pass these costs, which have become
material, through to its customers, thereby impacting profit margins. SCS consulting costs have
fluctuated but in fiscal 1994-95 are averaging $10,000 a month. SCS worked with management
and counsel on the $&7J suit,

Beginning in January 1995, Anchem will participate, as required by its major supplier contracts,
in a comprehensive storage, operational, health, safety, environmental and emergency response
program cafled "Responsible Distribution Process” created by the National Association of
Chemical Distributors, who will sponsor on-site audits. A recently hired full-time compliance
and safety officer reports to Operations Manager Jim Locke. Employee training for RDP is
required. There will be incremental costs for implementing the program, but Anchem hopes to
realize some economies and efficiencies from it.

Ongoing environmental encumbrances on Anchem's business and profits have been reflected in
the valuation conclusions since fiscal 1989, ‘

Ihe Economy

As of fall 1994, the domestic economic recovery was accelerating, with a strong 4% GDP rise
in the third quarter. For 1994, GDP is forecast to gain 3.5% or above and 1995 GDP expansion
may remain at that rate of increase. Inflation (CPI) on the other hand may accelerate in 1995
10 3.5% or higher from under 3% in 1994. The national unemployment rate dropped to below
6% in the fall-—a four-year low.

. Consumer spending for durables, autos and houschold furnishings are driving the economy, with

domestic auto sales at a 16-year high. Housing starts in 1994 are forecast at 1,47 million, up
15% from 1993 and 45% from the 1991 recession low. Rising mortgage rates will impact housing
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activity in 1995. On the other hand, the recovering European and Japanese econornies will
continue to spur already strong U.S. exports,

As of the fall, interest rates had risen sharply from their 20-year lows in 1993; the prime rate
was 8.5% and 30-year government bonds yielded around 8%. The S&P 500 Composite Index
was selling near 460, which is 18.4X trailing twelve months’ earnings and 3.1X book value—-all
near record highs,

As of fall 1994, California was recovering from its most serious recession since the Great
Depression, although the improvement was not as robust as for the rest of the U.S. Severe
cuthacks in defense and acrospace spending, military base closures, out-of-state relocation of
manufacturers and softness in the financial services, real estate and other sectors caused the state's
unemployment rate to run 1.5 to 2 points above the national rate. California employment,
however, is improving, with a pick-up in entertainment, biotech, electronics and some service
sectors. Southern California was more severely impacted by the recession than the rest of the
state. For 1995 some economists are forecasting that California’s economic experience will more
closely match that of the U.S. despite on-going defense industry contraction.

Anchem has provided Bramstedt & Associates with financiat statements for the fiscal years 1990-
1994. These financial statements have been thoroughly examined and discussed with management,
A copy of the Company’s financial statement for the fiscal year ended April 30, 1994, as
amended, and prepared as a compilation (without footnotes) by Singer, Traynor & Co., CPAs,
is attached as Appendix I.

The results of our review and analysis of Anchem’s financials are contained in the exhibits
outlined below:

Exhibit A - Comparative Income Statement, FY199%0-1994

Exhibit B Comparative Balance Sheets, FY1990-1994

Exhibit C Selected Financial Ratios, FY1992-1994
These exhibits are presented at the end of this section of the report. The following comments
and observations are based upon Bramstedt & Associates’ review and analysis of the Company’s
financial statements. Saramco’s operations are not consolidated but are incorporated in a one-line
(miscellaneous) income , "income split - Samson.*

Exhibit A contains Anchem’s comparative operating statement in ferms of dollars and dollars
as a percent of sales for the period fiscal 1990-1994.

«10-
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Sales of $7 million in fiscal 1994 were down 13% from fiscal 1993 and the prior three years,
Because of the sales decline and alt=red mix, discussed previously, COGS dropped a greater
16.3% to $4.76 million (68.3%) in fiscal 1994, Gross profit fell 8.3% to $2.2 million (31.7%)
from $2.4 million (29.8%) in fiscal 1993, but was the second highest in the past six fiscal years,

On lower sales, operating expenses fell only 4.4% to $2.4 million (34.7%) in fiscal 1994. At
this level, operating costs are about 14% greater than fiscal 1990-92 when sales averaged
$8 million. Anchem in fiscal 1994 recorded lower: salaries and labor costs, insurance, freight,
tank testing and lab expense, and bad debt. However, (warehouse) rent was up significanfly and
professional services (SCS and legal) jumped 4-1/2 times to $223,000 in fiscal 1994. Much of
this cost was for the Spencer and Jones litigation and legal expenses as this non-fee contingency
case continued into fiscal 1995. ‘

A modest operating expense reduction and a gross profit decline cansed the fiscal 1994 operating
loss to increase to $211,000 (3.0%) from a $123,000 loss (1.5%) in fiscal 1993 and as such was
the highest operating loss since fiscal 1990, which is not directly comparable because of Saramco
(fiscal 1991 and beyond).

Other income (primarily Saramco) was down 4.9% to $173,000 (2.5%) in fiscal 1994 while
interest expense was up $10,000 to $16,000 (0.2%).

In fiscal 1994, pretax and post-tax losses were both $54,000 (0.8%) compared to profits of
$53,000 (0.7%) pretax and $49,000 (0.6%) post-tax in fiscal 1993. The Company has recorded
net losses in three of the past five years although fiscal 1994 would have been profitable excluding
the heavy litigation costs. At April 30, 1994, Anchem has an operating tax loss carryforward
for IRS purposes of $106,000.

-11-
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Exhibit B contains Anchem’s comparative balance sheet in terms of dollars and dollars as a
percent of assets for the period fiscal 1990-1994. Fiscal years 1992 to 1994 reflect the Samson
joint venture.

With the property acquisition at January 1, 1994, Anchem’s balance sheet profile has changed
with an increased fixed plant component, althongh corrent assets are still 75% of total assets of
$3.45 million at April 30, 1994, Also for the first time, Anchem has significant long-term debt
in the form of a 14-year 7.5% $611,000 note payable equafly to two current and one former
shareholder—on which annual principal and interest payments aggregate $72,000.

As of 4/30; 1994 1993
Currenit Assels T5.1% 92.2%
Net Fixed Aascts 2.5 7.0
Other Astetn .} _.8
TOTAL ASSETS 100.0% 100.0%
Current Liabilities 5% 43.0%
Long-Term Debt 17.7 0.0
Eguity 0.8 A
LIARTLITIES & EQUITY 100.0% 100.0%

At April 30, 1954, current assets were $2.6 million (75.7% of total assets), down 10.7% from
$2.9 million (92.2%) at April 30, 1993 as follows:

Cash and equivalents — $345,000 (10.0%), up 8.8%

Accounts receivable — $1.2 million (35.0%), down 19.2%
Inventories — $886,000 (25.7%), down 3.7%

Prepaid expenses/deferred charges — $177,000 (5.1%), down 10.2%

(See Schedule 2, Appendix I for list of deferred charges.)

Net fixed plant rose about 3.6 times on the land acquisition to $811,00 (23.5%). Other assets
(Samson investment) were unchanged at $27,000 (0.8%). Total assets gained 8.7% to
$3.45 million. :

Current liabilities at April 30, 1994 were $1.09 million (31.5% of total liabilities and equity),
down 20.4% from $1.36 million (43.0%) a year earlier as follows:

Accounts payable — $864,000 (25%), down 22.3%

Drum deposits — $68,000 (2%), up 13.3%

Note payable (insurance) — $85,000 (2.5%), unchanged

Accrued expenses/liabilities — $44,000 (1.3%), down 59.6% on no current tank testing
accruals

Current portion - debt — $25,000 (.7%), none at April 30, 1993

=12~

BR0OQ0136



The long-term note of $611,000 (17.7%) at April 30, 1994 has been explained above.
Shareholders’ equity fell 3% to $1.75 million (50.8%) on the net loss.
Exhibit C presents selected financial and operating ratios for fiscal years 1994-1992. It shows

a maintenance of the strong current and quick ratios of 2.41X and 1.43X respectively at April 30,
1994,

‘Working capital, which is composed primarily of accounts receivable and cash and equivalents,
fell slightly to $1.53 million. The sales to working capital ratio fell to 4.6 times from 5.2 Gmes
at April 30, 1993. If combined Samson/Anchem sales of $10.6 million are used, the fiscal 1994
sales/working capital ratio is a still comfortable 6.9X. Inventory turns dropped to 5.4 times
during fiscal 1994 from 6.2 times in fiscal 1993 on lower zales.

Appendix I contains a statement of cash flows for fiscal 1994 which is summarized and compared
to fiscal 1993 and 1992 as follows:

F1%% F1o7d F9%
---{000)---
Not cash from (used):
Opersting sctivities 5 (M SN2 A
Invasting activities {3993 31 3
Financing activities {13
Net chonge in cash L) L) LS H

Cash generated by working capital account changes nearly offset cash used in operations to create
a small net cash used in operating activities of $9,300. The real property acquisition and related
financing explain the $599,000 used in investing activities and the $636,000 provided by financing
activities. Depreciation charges in fiscal 1994 at $49,000 are much lower than previous years
as the fixed plant is almost fully written down. For the year, cash increased $28,000.

~13~
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ANGELES CHEMICAL CO.
Exhibit ©

EY1994-52

FY 4/30:

uiuidity Ketios

Lurrant
(Current Assets divided by Current Lisbitities)

Quick
(Cazh & Accounis Receivable divided by Current Lisbititiex)

working Capital (S000)

Salea/Recaivables
(3ales divided by Accounts Receivabie)

SaissfMorking Capital
(Galex divided by Working Capitel}

Coat of Goods Sold/Inventories
{Cost of Goods Sold divided by inventories)

Coveroge Rotios

EBIT/Interest ‘
(Emrnings before Interest & Tax divided by Intersst Experwe)

Cazh Flow/Maturity LTD

(Nat Incomn + Deprecintion Expenees
divided by Note Paysble and Current babt)

Loverage Retios
Dabt/dorth
(Totel Lisbilitiex divided by Net Worth)
Long-Term Liabilities/Morth
(Lisbiiities over one year dividad by Net Worth)
ating Rat

Total Asset Turnover
(Saiss divided by Average Total Assets)

faturn on Equity
(Net Income divided by Aversge Stockholdera® Esuity)

Returns on Aseets
tNat Income divided by Average Assets)

H.A. = Mot applicable
Neg. = Negligible
Nom, = Momfral

SOURCE: Company statesento and Bramstedt & Azsociates.

1528
5.78

4.4

5.4

0.97

2.02

(3.0%)

{1.6%)

1563
.42

5.2

6.2

0.73

N.A.

2.56

1.6%

2.05

1.30

1474
5.25

5.5

7.0

2.0

1.17

H.A.

2.75

Nom.
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YALUATION

In amriving at a minority interest fair market value determination for Anchem, Bramstedt &
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to
the valuation of closely held companies and in the Department of Labor’s (DOL) proposed
regulations on "Adequate Congideration” as they relate to the valuation of securities for Employee
Stock Ownership Plan purposes. The following comments represent our findings with regard
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations
on "Adequate Consideration® as they pertain to the valuation of Anchem. The following
references to Revenue Ruling 59-60 implicitly include the DOL's proposed regulations.

Book Value

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely
held company. Anchem’s stated book value was $1,775,007 or $32.46 a share as of April 30,
1994,

N y, book value or adjusted book value is not afforded much weight or consideration in
the valuation of an operating company such as Anchem. Such type companies are normally valued
on eamnings and/or cash flow capacity. Because of depressed operating results, the appraiser chosa
to use book value as fair market value for ESOP purposes as of April 30, 1987 and has used it
as a valuation reference since then,

Dividend History, Capacity and Probabllity

Revenue Ruling 59-60 suggests that the appraiser consider dividends and dividend paying capacity
in valving closely held securities. Anchem has recorded a profit in only two of the past five
years.

The Company has not paid any dividends on its common stock and has no intention of changing
this policy at this ttme. This policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend income,

Normally, eamings reinvested in the growth of a company ¢an be expected to eamn at a greater
retumn than dividend income invested in other investment opportunities with similar risks
and prospects. Consequently, sharcholders will ultimaiely benefit from the current policy to
reinvest eamings in the Company’s growth rather than to pay cash dividends.

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of
corporations engaged in the same or a similar line of business having their stock actively traded
in a free and open market or over the counter. Bramstedt & Associates has made an exhanstive
search for comparable public companies which can be deemed to be similar to Anchem, No gingle
company proved to be 3 worthy publicly traded comparable. Public companies are generally much
larger and more diverse both geographically and in business operations.

-14-
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In earlier valuation studies, the appraiser has broadly referenced the capitalization ratios of Univar
(NYSE), the largest U.S. chemical distributor. Because of the continuing reliance on a modified
book value/working capital methodology for Anchem, the appraiser now feels that this peripheral
reference iz no longer valid or useful.

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow,
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow
is pretax income plus profit share/ESOP contribution plus depreciation. Depreciation in fiscal
1992, 1993 and 1994 was $74,000, $44,000 and $49,000 respectively. ESOP contributions were
$16,200 in fiscal 1993 and $8,000 in fiscal 1994. Anchem's eamnings and cash flow as just
defined for fiscal 1994 to 1992 are shown below:

mwﬁﬁm

F1094 (554,000} % 3,000 5(5,000)
FI995 49,000 13,000 §3,000
F1992 5,000 98,600 79,000

Note: Figurez have besn roundad.

Because of the erosion of the Company’s eaming and cash generating power, the application of
the income methodology is not now being used.

Valuation

Due to insufficient demonstrable earning power and thin cash flow prospects, Bramstedt &
Associates and the appraiser once again must look to the balance sheet (asset approach) for
valuation purposes as in fiscal 1993 when we employed an adjusted or modified book value
approach,

Generally, capitalization of income and cash flow streams is the appropriate methodology for
determining the equity fair market value of an operating company such as Anchem. The decision
to utilize adjusted book value and working capital in the recent past is based on the factors
discussed in these and prior reports and the appraiser’s experience and knowledge in deriving
equity values of closely held companies.

Since the Company "booked” the underlying real estate with the related debt in fiscal 1994, as
planned, the valuation method is reexamined for fiscal 1994, As Anchem now has long-term
debt, working capital does not accrue directly to the shareholders and it is therefore not applicable
as an equity value indicator as was the case in fiscal 1993’z vaination study.

At April 30, 1994, Anchem’s stated book value was $1,755,007. To this is applied progressively
a 10% "liguidation” discount and a 10% restricted marketability discount, below or the same as
the discounts used in the fiscal 1993 valuation.

=15~
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This produces an indicated fabr market value (FMV) for ESOP purposes of the equity
ownership of Angeles Chemical as of April 30, 1994 of $1,421,555 or $26.30 (rounded) per
share on 54,065 A and B common shares ouistanding. This is 81% of book value and 20%
of sales (see page 3),

Unlike recent years, the appraiser has not applied a 10% goodwill premium to the adjusted book
value given: (1) the fiscal 1994 sales decline; (2) the ongoing environmental clean-up and
compliance costs and exposure; and (3) the increased business and investment risk created by
the property purchase and related debt assumption.

Angeles Chemical Co., Inc,
Adiysted Book Value Matbod
April 30, 1994
Stated Book Value $1,755,007
Less, Liquidation Discount (10%) 175,501
Subtotal $1,579.506

Lass, Marketability Discount (10%) _157.951
Indicated FMV $L.421,555
On 54,065 A%B Shares 260 ®)
(R) = Roonded

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Committee set
a policy of paying plan participants terminated for reasons other than retirement at age 65 in five
annual cash pay-outs commencing on the first anniversary of termination. Terminated pian
participants sell 20% of their stock to the ESOP in each of five years at the fair market value
applicable for each year. Accordingly, the above derived value reflects a discount of 10% or
the same as applied at April 30, 1993, This marketability discount conceptually reflects the time
value of money under the deferred pay-out program now in effect.

Recent Stock Sale and Valuation

Revenue Ruling 59-60 suggests that arm’s-length sales to knowledgeable unrelated third parties
in the recent past would be a basis for valuation,

There have been no such recent transactions.
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CONCLUSIONS

Based on owr experience and general knowledge in determining the value of closely held
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemical
Co. for ESOT purposes is $1,421,555 or $26.30 per share as of April 30, 1994 on 54,065 Class
A and B shares outstanding. This valuation is based on an adjusted or modified book value

approach.

Specific positive factors concerning Anchem were its liquid balance sheet; apparent operational
and environmental stabilization; the profit and other benefits from the Saramco affiliation; and
a recovering California economy.

Unfavorable factors were & 14% sales drop and fiscal 1994 loss; no visibility for real earnings
generation; negative returns on capital and equity; the hostile operating environment for small
chemical processors in heavily populated urban areas such as Los Angeles with the attendant
compliance costs; and the leveraging of the balance sheet.

This valuation ig a3 of April 30, 1994; and, since it is based upon recent financial statements,
it should be valid for the near future. However, it is imperative to recognize that the dynamics
of the industries served and general economic conditions can change and invalidate this evaluation.
Federal regulations require that the Company’s common stock be reevaluated at least annually
for ESOT purposes.
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SINGER, TRAYNOR & COMPANY
CERTIFIED PUBLIC ACCOUNTANTS
500 Citadel Drive, Suite 300
Loz Angeles, CA 90040

January 17, 1005

Angelea Cheiiral Co., Inc.
8915 Sorensen Ave.
Banta Fe Bprings, CA 90670

The acvompenying corrected balance sheets of Angeles Chenvical Co,, Ine. as of April 30, 1904 and
April 80, 1993 and the corrected related statements of income and retained earnings and cash flow for the
years then ended, have been compiled by us in accordance with Statements on Standards for Accounting
and Review Services issued by the American Institute of Certified Public Accountants.

A compilation iz limited to presenting in the form of financinl statements information that is the
representation of management. We have not audited or reviewed the accompanying corrected financial
stutementumd,amordingly,dnnutupressnnupitﬁmuranyutherfmmufmmunthm

Management has elected to omit mibstantially alt of the disclosures required by generatly accepted
accounting prineiples, If the omitted disclosures were included in the corrected financial statements, they
might influence the user’s conclusions about the Company’s finanrial position and results of operations.
Arcordingly, these eorrected financial statements are not designed for those who are not informed about
such mattera.

The ascompanying financial statements have been reissued to earrect an understatement of fixed
assets in the amount of $648,000.00, an underatatement of notes payable in the amount of $636,000.15,

an understatement of mterest expense in the amount of $12,000.15 and an overstatement of rent expense
in the amount of $24,000.00.

' —_— ~
Surgen, | Aoyt &3,
Singer, Traynor & Co.
Certified Public Actcountants
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BALANCE SHEETS

Aprit 30, 1994 and April 30, 1003
ASSETS
1904
CIURRENT ASSETS
Cash 344,736.756
Aceounts Recebvable (MHet of Bad Debta Alowances of
$5,000.00 and $5,000.00, Respectively) 826,603.18
Inventories 886,014.45
Due from Stallion Tenk Lines, Inc. 62,015.51
Due from Samson 313,390.80
Due from Other 4,807.14
Employee Advaness 11,628 656
Deferred Charpes - Schedule 2 182,986.41
Frunchise Tax Prepayment __2.380.00
TOTAL CURRENT ASSETS 2.614.590.80
FIXED ASSETS (at Cost)
Land 848,000.00
Drumsa
Office Trailers 99,568.00
Trucks & Autos 181,272.00
Tanks & Plant Equipment $01,992.00
Furniture & Fixtures 230,556.00
Fiznt .569,956.00
IOTAL 2,801,344.00
Less: Accumulated Depreciation 1,460,266.00
BOOK VALUE ~811.078.00
OTHER ASSET3
Deposits 2,680.00
Investment in Samson _24.227.01
TOTAL OTHER ASSETS —26,807.07
TOTAL ASSETS 345247687
LIABILITTES AND SHAREHOTLDERS' EQUITY
CURRENT LIABILITIES
Accounts Payable 864,418.86
Ateraed Lishilities - Schedule 2 44.482.96
Note Payable 85,010.68
Drum Deposits 67,556.58
Franchise Tax Payable
Term Debt - Current __95.152.08
TOTAL CURRENT LIABILYTIES 1086621 06
TERM DEBRT _610.847.92
SHAREHOLDERS® EQUITY
Commen Btock, $0.10 Par Value; 1,000,000 Shares Authorized;
54,068 Shares ssued & Outstanding §,406.50
Paid- In Capital . 106,722.80
1.643.876,39
1.756,008.60
3462.478.87

SEE ACCOUNTANT'S COMPILATION REPORT

CORERECTED

1988

316,966.56

978,788.98
920,421.99
153,884.70
859,120.15

3,117.74

4,648.85
191,510.45

1L112.275.84
106,986.86

59,685.00
1,731.00
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6,975,932.38
4,764,647.00
2.211,384.90

416,243.63
309,062.73
166,414.61
170,364.87
126,771.21
175,6877.78
186,443.16
123,262.30
97.608.46
21,153.02
30,271.15
44,657.76
4,750.57
1,207.54
44, 862.58
49,233.80
38,452.80
293,056.99
32,961.37
21 45891
20,978.45
53%,961.01
17,175.58
8,000.00
9,416.53
9,008.75
15,223 10
6,386.50
—T15.00
242229577
(210,850.75)
_157.207.88
(53,642.95)

w3000

(54,442.95)
1,608.910.34
LOEI8T030

SEE ACCOTUUNTANT'S COMPILATION REPORT

CORRECTED

100.00 3,103,336.97
68.80 5.690,953.27
L7 2412.388.70
b.o6 464 .686.18
448 362,179.87
2.59 289,820.29
244 162,836.38
180 157,692.85
252 153,770.83
2.67 143,860.01
1.7 128.860.56
140 07,726.24
0.0 88,665.83
043 80,400.66
084 59,346.54
0.07 46,254.96
0.02
0.64 45,912.25
0.71 43,768.16
0.65 42 616.70
.20 40,881.51
0.47 I7,271.26
0.31 30,050.33
0.30 98,711.54
.77 28412.87
0.25 16,420.08
011 18,200.00
0.18 11,167.08
0.13 10,424.92
0.2 7,79157
0.08 8,086.00
M7 %.534.920.88
302 (122,537.18)
_2325 -176.911,08
I £3,378.88
0.01 4131.00
L0.78) 49,242.58
1.649,076.48
109831934

100.00
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Angeles Chemical Co., Inc.

STATEMENTS OF CASH FLOW
For the Years i 1994 and 30, 1!
1064

OPERATING ACTIVITIES - '
Net (Loss) Income {64.,442.05)
Adjustments to Beconcile Net (Loss) Income to Net Cash '
Providad by Qperating Activities:
Equity in Income of Affiliate (127,100.98)
{Gnain) on Sale of Depreciable Assets {1,927.00)

CASH (TSED) BY OPERATIONS (184.297.28)
DmmamAmmtaRmnble - o ) - 152,185.80
Decrease (Increnss) in Inverniories 118,831.62
Decrease (Increase) in Deferred Charges 28,5675.04
Deacreaze in Due from Qthern 128,858.43
(Increass} in Qther Assets (2,580.00)
Decrease in Drum Inventory £,680.88
(Decrense) in Accounts Payable {247,856.98)
{Decrease) Increase in Acerued Liabilities {62,503.90)
burease (Decrease) in Customer Deposits 7,87L53
Cl)ecreme) Inc:renae n Frnmhme Tax Payable _(4.100.00)

NET CASH (QSED] BY DPERATD\TQ ACTIVITIES _(9.270.86)
INVESTING ACTIVITIES
Employee Advantes
Collectiona on Employee Advances
‘Distributions from Affillate 126,580.19
Proceeds from Disposal of Property, Plant & Equipment 2,7118.14
Purchase of Property, Plant & Equiproent ‘ (728.193.00)

NET 154 EM P ED BY INVESTING Al 3 (598,914 .67)
FINANCING ACTIVITIESR
Inoreage in Notes Payable 635.004.72

| 27,770.19

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 816.966.56

CASH AND CASH EQUIVALENTS - END OF YEAR 4LT86.T5
GnnthdDurmgthﬂYearsEndedApmm 1994mdApril30 1093 for:
Income Taxes 4.500.00
Interest _4,035.50

SEE ACCOUNTANT'S COMPILATION REPORT

CORRECTED

1993
49,242 88
(135,880.14)
43,768.16
45.818.10)

34,254.00
(46,724.00)
(18,920.00)

8,288.00
(167,903.00)
49,385.00
(8156.00)

2.
(121,610.10)

(13,452.00)
- 12,625.00
152,381.00

130, ]

15.180.00
24,387.90

289 578.66

$16,966.56

581813
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1964 %
Income Split - Samson 1£7,100.98 1.82
Terminating Charpes 87,567.90 0.54
Interest Income 6,932.68 0.10
Gain on 8ale of Fixed Assets 1,927.00 0.08
Miscallaneous Income 389.60 0.01
Miscellaneous Expense (674.92) {0.01)
Interest Bxpense {16,0865.71) (0.24)
TOTAL 157,207 2.26
SEE ACCOUNTANT'S COMPILATION REFORT
CORRECTED

188,880,14
38,165.88
7,861.11
2,850.00
1,938.06
(%,176.00)
{5:818.19)
175.911.06

(0.03)

007
217
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Tank ‘Pesting
Commjsgions
Payroll Tax
Sales Taxes
Paypall

EBOP Fxpense

TERM DEBT

J. Locke

A. Hosenthal

N. Spieler, Trustee

—Total

212,000.06
212,000.05

212,000.085
B836.000.15

SEE ACCOUNTANT'S COMPILATION REPORT

COBREECTED

1,472.26
113,974.00
2,798.13
4,154.45
5,867.13

162.936.41

e ——

10,245.94
2,648.82
5,345.51
6,850.00

.48.624.33
44,482.96

Current

£,384.31
8,384.31

2515293

Schedule 2

1603

1,606.82
152,355.43
518.00
705778
8,095.48

2
161 510.45

e ——

3,904.46
11,430.06
1,561.86
4,457.95
5,846.64
1,360,
-18.4256.80
106.986.86

v S

203,6815.74
208,816.74
208,615.7

610,847.22
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BRAMSTEDT
and Associates Incorporated
Financial Consulting

Buziness Vatuations

Financlal Anzlysis

Qualifications of
Bramstedt & Associates, Inc.

Eric M. Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstedt was
a senior security analyst and officer of three San Francisco based institutional research firms
including Sutro & Co. He has prepared well over 350 business valuations on closely held
companies for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plang
(ESOPs), meentive stock option plans and others. These valuations have covered a broad industry
scope of closely held and public companies including several Fortune 1000 listings.
Mr. Bramstedt possesses in-depth knowledge of ESOP functions and valuation through fourteen
years of extensive experience with four leading ESOP design and valuation firms--Menke &
Associates, Kelso & Co., Houlihan, Lokey, Howard & Zukin, and Private Capital Corp. This
- experience includes work for an employee coalition’s proposed ESOP buy-out of Eastern Airlines.

Mr. Bramstedt is an industry specialist in transportation, particularly trucking., As such, he has
investigated the operations and appraised the business values of well over one hundred motor
carriers, many of which are located in California. Clients have included major domestic and
international transpartation companies for acquisition and investment banking and other applica-
tions. Mr. Bramstedt is Director of the PCTB Consulting Group, a division of the Pacific Coast
Tariff Bureau of San Francisco. As such, be is editor of CAL-TIPS, an annual operating and
financial study of the California less-than-truckload business.

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member of the Institute of Chartered
Financial Analysts, the Association for Investment Management and Research, the Transportation
Research Forum, the Pacific Coast Accounting and Finance Council, and is a charter and Board
member of the Valuation Roundtable of San Francisco. He holds a Bachelor’s Degree in
Economics from Stanford University. He has written articles for industry periodicals and made
public speaking appearances on transportation topics. Mr. Bramstedt has appeared as an expert
witmess before the California Public Utilities Commission and in civil couri on matters of
economic damages.

24072 Vista Del Mar Lane Tiburon. CA 94920-1208 Tef 4154350438 Max 4154558438
114 Sansome 5t., Sulte 808 San Francisco, CA 941043818 Tel 415-362-0000 Fax 415-3682-6402
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BRAMSTEDT
and-Associates Incorporated
Financial Consulting

Business Valuations

Financial Analysis

EVALUATION
of the
COMMON STOCK
of

ANGELES CHEMICAL CO.

as of
April 30, 1993

Prepared hy:
Bramstedt & Associates, Inc.
January 1994

24072 vista Del Mar Lane Tiburon. CA S4920-1208 Tet 4154350438 Fax 41543555438

114 Sansome 5t , Sulte 808 San Francisco, CA 94104-38168 Tel 415-362-9900 PFax 4] 3-3M62-5492
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BERAMSTEDT
and Assoviates Incorparated
financlal Consuiling

Business Valuations

Finantist Analysiz

January 21, 1994

Employee Stock Ownership Flan
Administrative Committea

Angeles Chemical Co., Inhc.

P.O, Box 2163

Santa Fe Springs, callfornia 90670

Attn: Mr. John Locke

¥ou have regqueasted that we express an opinion as tc the fair
market value of the commcn stock of Angeles Chemical Co., Inc.
("Anchen" or the "Company") as of April 30, 1993 for Employee
Stock Ownership Trust (ESOT) purposes. The purpose of this
letter is to advise you of our opinion of value. The formal

- evaluatjion report will be forwarded under separate cover when
completed.

in arriving at an appraisal of fair market value, some primary
determinants of value are raturn on investment, growth potential
and the investor’s perception of risk. We have examined these
factors as well as liquidity and other financial elements in
analyzing the operating and financial performance of Anchem.

Qur review and analysis places a fair market value on the common
equity ownership of Anchem as of April 3¢, 1993 of $%1,€50,000 or
$30.50 per share based on 54,065 sharea outstanding. 7Tt is
derived from a medified adjusted book value approach and is
discounted for restricted marketability.

It is important to note that thiz per-share fair market value is
for transactions invelving minerity interest(s) in the Company‘s
common stock. It does not reflect the value of Anchem as an
entity or the value of a block of stock which would give a single
buyer c¢entrel of the Company. The value established is based on
financial information through April 1993. Accordingly, this

. value should be valid not only for that date, but also for a
reasonable period beyond it.

2207 Viats Dl Mar Lane Tiburon, CA S84920-1208 Tel 4154353458 Tax 413-435.5430
113 Sansoene 3t., Sulte B08 San Frandeco, CA 94104-3858 Tel 415-362-95900 Max §15-302-5402
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Angeles Chemical Co., Iho.
January 21, 1994
Fage two

The valuation conclusion and the appraisal report are being
prepared by Bramstedt & Associates as a subcontractor to Sansome
. Street Appraisers, Inc.
) Sincarely,

BRAMSTEDT & ASSOCIATE IKC.
Epipary 7 4

Eric M. Branmstedt, CFA

EMB: ew

cc: Tim Mahoney
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176 Sansoma Shant, Shuits $08
Son Fancises, Calfowncan 2410k~ 3818
ﬂ,ymr-ﬂw
[H15] 2E2- 6002

Minctham, Nas. firnsy

Janvary 28, 1994
FERSONAL AND CONFIDENTIAL

Mr. Tim Mahoney

Angeles Chemical Co.

P.0. Box 2]63

Santa Fe Springs, California 90670
Dear Tim:

Enclosed are three copies of the Anchem ESOP valuation study for April 30, 1993 and oor
mvoice for $2,950. This represents a 6% {ar 3% annual) cost of Hving adjnstment from the
update fee of $2,750 charged the past two years. It will also be the applicable basic fee for
the fiscal 1994 update. In all recent valuations, the enviroumental dus diligence is an extra
element,

1 am pleased to know that you and Anchem survived the earthquake in good shape.
Sincerely yours,

o
Eric M. Bramstedt

EMB:ew
enclosures
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BRAMSTEDT

and Associates Incorporated

Financlal Consulling Ianuary 25, 1994

Business Valuations

Financial Analysis

CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co.

P.O. Box 2163

Santa Fe Springs, California 90670

Afin: Mr, John Locke
Gentlemen;

You have requested we establish the fair market value of the common stock of Angeles Chemical
Co. for Employee Stock Ownership Trust (ESOT) purposes as of April 30, 1993,

Our evaluation places a fair market value of $1,650,000 on the common stock of Angeles
Chemical Co. as of April 30, 1993. Based on 54,065 A and B common shares outstanding, the
value per share is $30.50. This evaluation is derived from modified adjusted book value and
working capital approach and is discounted for restricted marketsbility. The valuation conclusion
was transmitted to John Locke on January 21, 1994,

The valuation report was prepared by Bramstedt & Associates, Inc. as a subcontractor to Sansome
Street Appraisexs, Inc.

Earnings prospects can change, as can the general economic climate, Federal regulations require
that the Company’s common stock be reevaluated at least annuaily for ESQT purposes,

Very truly yours,
BRAMSTEDT & ASSOCIATES, INC.

Eric M, Bramstedt, CFA
President

EMB:ew
enclosure

2403 Vista Dei Mar Lanie Tiburon, CA 848920-1208 Tel 4154359438 Fax 4154359438
114 Sansome St., Suite 808 San Francisco, CA 94104-3818 Tel 4153626000 Fax 4153628403
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Appendix I Financial statements as of April 30, 1993
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INTRODUCTION

Angeles Chemical Co. (*Anchem” or the "Company") has requested Bramstedt & Associates,
Inc. render its opinion as to the fair market value of the Company’s common stock in connection
with transactions involving the Company’s Employee Stock Ownership Trust (ESOT). This valua-
tion is based on financial data provided us for the five fiscal years ended April 30, 1993 and is
derived from a modified adjusted book value and working capital methodology.

In that regard, Bramstedt & Associates places a fair market value of $1,650,000 or $30.50 per
share on the common stock of Anchem as of April 30, 1993 based on 54,065 A and B shares
outstanding.

Anchem is a closely held corporation with no present market for its common stock. It is a
regional Southern California liquid chemical distributor whose products are used in industrial,
commercial and retail/consumer applications. Sales in the four fiscal years 1990-1993 stabilized
at $8 million after falling over 50% from a peak of $16.8 million ten years earlier. The Company
recorded a small profit in fiscal 1993 following a break-even year in fiscal 1992 and losses in
the three prior years. Soil and underground water contamination conditions at Anchem’s plant
are continuously being monitored and tested, which requires significant on-going testing, legal
and other costs. However, as of April 30, 1993 no major environmental liability or remedial
responsibility had been revealed,

Like all chemical processars, Anchem and its customers are facing substantial environmental
regulations in the Los Angeles Basin, These have seriously affected Anchem’s industrial business
and combined with the depressed Southern California economy cloud the Company’s near-term
prospects at April 30, 1993,

Anchem has a debt-free balance sheet whase assets primarily comprise receivables and inventory,
with some ¢ash equivalents, Given this operating and financial ¢circumstance, the ESOP valuation
for several years has been prepared on an asset rather than income basis,

Scope of the Valyation Study

The purpose of this valuation study is to determine the fair market vaiue of a minority interest
in the common stock of Anchem as of April 30, 1993 for transactions involving the Company’s
Employee Stock Ownership Trust.

In performing this valvation study, a variety of data and assumptions was used. The financial
information on past performance was gathered from the financial statements of Anchem as
prepared by its accounting firm for the past five fiscal years. We have included in Appendix
I a copy of Anchem’s most recent financial statement, for the fiscal year ended April 30, 1993,

Projections of expected future financial performance through fiscal 1994 were provided by
management. The appraiser has visited the Company’s facilities in Santa Fe Springs, California.
Interviews were held with members of management and with certain outside sources with regard
to the chemical distribution industry generally and specifically about several important
environmental/regulatory issues facing the Company.

-1-
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In ascertaining the value of the Company, published data on publicly traded companies were
utilized in an effort to find comparable companies. There were no companies which were found
to be directly comparable,

Prior ESOP Valuations and Reports

Anchem’s ESOP was established during fiscal year 1984 as a conversion from a profit sharing
plan. ESOP valuations for Anchem since fiscal 1987 have been prepared by Menke & Associates,
Inc. and Bramstedt & Associates, Inc. Bramstedt & Associates” update valuation report for
April 30, 1992 is dated December 1992. All these reports are herein incorporated by reference
and contain a description of the chemical distribution industry; Anchem’s history, operating
description and management; and the valuation methodologies employed,

The table below illustrates the aggregate ESOP (minority interest) values relative to certain
financial criteria for fiscal years 1989-93:

S0R i
£1989-195%

meg

' Aggregate Per Parcent of Grogs  Working
pate ESOP Value Share Salez Assefs Equity Frofit Capital
430793 $1,4650,000 $30.50 204K 52.1% 9% 0.68%  1.08X
4730792 1,621,000 30.00 20.1 1.3 92 0.83 1.10
4730791 1,653,300 30,60 20.8 1.2 94 0.83 1.10
4750/90 1,527,885 28,25 18.8 54.7 &5 0.79 1.14
4/30/89 1,635,995 30,25 18.2 53.9 &1 0.79 1.08

Limitatiops of this Valuation

In preparing the valvation, Bramstedt & Associates relied upon and assumed the accuracy and
completeness of all financial, statistical and other information provided by Anchem. Bramstedt
& Assoctates also considered information based upon other publicly available sources which it
believes to be reliable, however Bramstedt & Associates and the appraiser do not guarantee the
accuracy and completeness of such information and did not independently verify the financial
statements and other information. The appraiser is not aware of material omissions or understate-
ments which would affect values contained in this report. The fair market value arrived at herein
represents the appraiser’s considered opinion based upon the facts and information presented to
him, No legal opinion is expressed by this report and its accompanying documents.

This valuation report does not address matters requiring special expertise or knowledge not
generally held by business appraisers, As such, this report does not specifically address such
issues as toxic contamination, hazardous waste, engineering and structural soundness, litigation
and legal concerns, etc. The appraiser is not professionally qualified to ascertain or quantify the
existence and magnitude of future remedial clean-up and other costs and their economic impact
on Anchem’s business from the environmental conditions discussed in the "Company" section
of this report. The historic operating and administrative costs related to these problems are
reflected in the Company’s financial reports and thereby in the valuation process.
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This appraisal is intended for the purpose(s) stated herein. Any other application by the Company,
its shareholders and others may not be appropriate.

Neither the appraiser nor Bramstedt & Associates, Inc, has any present financial interest in
Anchem, and the fee for this valuation is not contingent upon the value(s) determined, The
qualifications of Bramstedt & Associates to undertake this valuation are summarized in Appen-
dix II.
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YALUATION PROCESS

The stock in this valuation has been evaluated based upon: (1) the pertinent principles, regulations
and guidelines of the Internal Revenue Service and the Department of Labor; (2) analysis of the
Company’s financial statements; (3) thorough discussions with management; and (4) analysis of
relevant industry conditions and other factors,

Definitions

The following terms will recer throughout the valuation and should be understood by the following
definitions, except as otherwise noted:

Fair Market Value—The Internal Revenue Service has defined "fair market value® in
Revenue Ruling 59-60, issued in March 1959, as:

"...the price at which the property would change hands between a willing buyer and
willing seller when the former is not under any compulsion to buy and the latter is not
under any compulsion to sell, both parties having reasonable knowledge of relevant facts.
Court decisions frequently state, in addition, that the hypothetical buyer and seller are
aszumad to be able, as well ag willing, to trade and be well informed about the property
and concerning the market for such property.*

This definition is widely accepted and used in courts of law and in tax literature and is
the most widely used approach in valuing closely held securities. It is the basic definition
upon which we have relied in determining the fair market value of the Company's stock.
Revenue Ruling 59-60 was issued for estate valuation purposes, but is not limited to that
use. It serves as a guide in virtually ali valuation situations requiring the determination
of fair market value.

Pretax and Pre-Contribugion Earnings—Pretax earnings refer to earnings or income before

federal, state and Jocal income taxes. Pre-contribution earnings refer to pretax eamings
before discretionary employee benefit plan contributions.

ESQP—Employee Stock Ownership Plan and ESOT—Employee Stock Ownership Trust
refer essentially to the same entity and for purposes of this valuation can be considered
interchangeable,

IR ideli

In general, a company whose securities are traded in volume by informed persons in a free and
active market has its fair market value determined continuously. The prices at which the securities
of such a company trade are a reflection of the collective opinion of the investing public as to
what the future prospects of the company are at that point of time, However, when a stock is
traded, infrequently, or is traded in an erratic market, or is closely held, such as in the case of
Anchem, some other measure of value must be found.
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The Internal Revenue Code of 1954, Section 2031(b), specifies that the value of stocks and
secunities of corporations not listed on an exchange or freely traded *...shall be determined by
taking into consideration, in addition to all other factors, the value of stock or securities of
corporations engaged in the same or a similar line of business which are listed on an exchange.
Revenue Ruling 59-60, issued in March 1959 for estate valuation purposes and extended to include
the determination of fair market value of closely held businesses for income and other tax purposes
by Revenue Ruling 65-193, further develops a set of eight criteria which, while not all-inclusive,
are fundamental to the appraisal of the fair market value of closely held companies.

The Department of 1.abor has issued proposed regulations on "Adequate Consideration® which
address vaiuation issues affecting Employee Stock Ownership Plans, These proposed regulations
endorse Revenue Ruling 59-60 and set forth other factors to be considered in valuing securities
for ESOT purposes, '

Consequently, this report has considered the following factors:

- History of the Company and Nature of Its Business

- Economic Qutlook in General and Condition and Outlook of the Industry in Particular
- Book Value of the Stock and Financial Condition of the Business

- Earnings Capacity of the Company

- Dividend Paying Capacity

- Whether or Not the Enterprise Has Goodwill or Other Intangible Assets

- Sales of Stock and Size of the Block of Stock to be Valued

- The Market Price of Stocks of Corporations Engaged in the Same or a Similar Line of
Business Having Their Stocks Actively Traded in 2 Free and Open Market or Over the
Counter

Anchem’s ESOP was established in fiscal 1984. The Company made cash contributions of
$15,663 in fiscal 1992 and $16,200 in fiscal 1993. The ESOP owns 26% of the Company’s

equity.

The implementation of an Employee Stock Ownership Plan may have a material effect on the
profitability and cash flows of a business enterprise. The effect on profitability and cash flows
can, as a consequence, directly impact the fair market value of the business enterprise. The
degree of effect depends on how the ESOP is funding the annual contribution itself (cash or stock).
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An additional consideration in determining fair market value for an ESOP company is how the
Company is providing for the emerging Lability created when vested terminated plan participants
tender Company stock for redemption.

For detailed discussions of the effect of cash and/or stock contributions on earnings, cash flows
and book values and of the impact of emerging liability treatment on ESOP stock marketability,
see Section II of the November 1987 valuation study prepared by Menke & Associates.

bility in ing Meth

The accounting profession allows a number of alternative accounting treatments in areas such
as inventory and depreciation accounting. Depending upon the particular accounting method
utilized, reported earnings may differ materially within a given year. These accounting
treatments, which are permitted under Generally Accepted Accounting Principles (GAAP), are
usually one-time decisions, Once a company has opted for a particular accounting treatment it
cannot change between various accounting alternatives year after year without good cause.
Because of these rules, accounting statements for a particular company are generally comparable
from year to year. This comparability, however, may not exist from company to company even
if they are in the same industry. This is especially true if one is comparing a “public” company
with a "closely held" company.

A further discussion of the differences and economic ramifications of public and private Company
accounting procedures is also found in Section I1 of the November 1987 valuation study.

Discounts to Fair Market Value

The marketability of the company’s stock, the control position of majority shareholders, and the
relationship of these factors to the block of stock being valued can also affect the concluded value.

Closely held stock, which lacks marketability, is far less attractive than a similar stock with ready
access to the public marketplace. In valuing 2 block of stock, Revenue Rulings and court
decisions provide a basis for concluding that a discount is valid for an absence of marketability
if the value base does not already reflect the lack of marketability,

Further, a minority stock interest in a closed corporation is usually worth much less than a
proportionate share of the entity value of all the corporate stock. Discounts can range from 10%
to 30% or more. When minority interest and lack of marketability discounts are both applied,
they are sequential.
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I, COMPANY

Angeles Chemical is a resale/distributor of liquid industrial and consumer product chemicals used
in coating and other processes. In fiscal 1993, sales of solvents were $2.8 million, packaging—
$1.2 million and Bortz—=$4.0 million. :

Anchen
Sal file

As illustrated in the above graph, there has been a relative and absolute decline in lower gross
margin commercial solvent sales since fiscal 1990-91, which contributed to a Company gross
margin gain to 30% in fiscal 1993 from 23-25% for several prior years. Specifically, since fiscal
1991 solvent sales have fallen from $3.9 million 1o $2.8 million while packaging and Bortz sales
have gained $1.2 million to nearly $5.3 million. Bortz isa packager of paint thinner and finishes
for the consumer/retail market and its gross margins of 36% are over fifty percent better than
those for solvents. Anchem’s consumer/industrial sales mix is now 60/40, up from 50/50 in
recent periods.

Since the peak in 1982 at $16.8 million, Company doliar sales have dropped over 50% to the
$8 million leve] for the past four fiscal years. Physical volume has declined even more because
of periodic price increases. The decade-long sales drop reflects the loss of major accounts as
several commercial customers moved out of Southern California or changed their supplier source
away from Southern California, The ever-increasing environmental regulations in Greater Los
Angeles have created an expensive and difficult operating circumstance for chemical processors
and distributors and their custorners. The current recession in the fegion is also a factor.
Management continues to emphasize less environmentally sensitive consumer products,

In 1993, Anchem had about 150 active industrial customers and 350 in the packaging division,
both down about 10% from a year earfier and reflecting the continuation of a long-term trend,
Most are located in Southern California. Ellis Paint Company, owned by Robert Berg, an
Anchem founder and shareholder, is an important customer,
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Anchem’s basic raw materials are these organic chemicals—propylene, glycol, toluene, ethylene
glycol, acetone, mineral spirits, 1-1-1 trichloroethane, and alcohols. These are forms of petroleum
distillates which are purchased from Shell, Union Carbide, Exxon, Celanese and Vulkan Materials.
The Company has on-site 32 underground storage tanks of 5,000 to 20,000 gallons capacity each
and four above-ground tanks (old railroad tank cars): one of 10,000 gallons capacity and three
of 6,000 gallons each,

Anchem operates out of administrative offices and packaging and storage facilitics on a 1.8 acre
site in Santa Fe Springs, California. The structures and improvements are Company-owned, while
the underlying real estate is owned by a partnership comprised of the three founding stockholders--
John Locke, Robert Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in the
Company. The long-contemplated sale of the underlying real estate to the Company by the
partmership may occur during fiscal 1994. Anchem rents downtown Los Angeles warehouse space
from Robert Berg, This lease was terminated subsequent to April 30, 1993,

As of the summer of 1993, Anchem had 22 full-fime employees versus 26 a year earlier. The
Company continues to increase temporary. or part-time help, reflecting the higher packaging sales
and reduce full-time employees.

amson Chemical Co._Jain ure

On March 31, 1991, Anchem entered into a five and a half year agreement with Saramco, Inc.,
dba Samson Chemical Co., to operate on a joint venture basis for five years beginning October 1,
1991, If the joint venture is still effective on September 30, 1996, Samson will cease operations
and transfer to Anchem its distributor relationships and its business and customer accounts. In
the interim, both companies maintain separate operations (at Santa Fe Springs) and customers.

Prior to the joint venture arrangement, Samson was a Torrance, California-based industrial
chemical distributor operating unprofitably on annval sales of $3.5 million or about 45% of
Anchem’s size. Through this affiliation, Anchem was able to broaden its product line to include
epoxy products. On a combined basis, Anchem/Samson sales in fiscal years 1993 and 1992 were
just over $12 million, indicating Samson’s sales are now running about $4 million annually.

Samson’s income (as defined by the agreement) is shared equally by the partners. In fiscal 1993,
Anchem’s income share was booked at $139,000 versus $128,000 in fiscal 1992.

For further details on this joint venture, see the November 1991 valuation report.
Samson was Anchem’s second business combination in five years. More recently, Anchem
established a distribution agreement with East Bay Oil, a Northem California chemical distributor,

and opened a Phoenix warchouse to further broaden its customer, business and peographic base
and replace sales being lost in the Los Angeles Basin.
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Management and Ownership

The Company senior management as of April 1993 consisted of:

Officer Title Joined Age
John Locke President, CED 1971 ]
Rohert Berp Secretary/Treasurer 19N 61
Robert Custar President - Samson Chemical 1990 6
Jamer Locke Oparations Manager 1985 29
Tim Mahoney centrol Ler 1990 36

Robert Custer is a chemical engineer with experience in chemical distribution and as such provides
important management and sales support for John Locke. Mr. Custer is concentrating on the
industrial market and Mr. Locke on retail and proprietary products.

The Board of Directors consists of John Locke, Robert Berg, and Arnold Rosenthal, all founders.
Mr. Berg’s primary employment is President of Ellis Paint Co.

As of April 30, 1993 there were 40,000 Class A and 14,065 Class B common shares outstanding
(excluding treasury stock) as follows:

Holdsr Nusther of Shares
John tocke 20,000 A sharez k¥
Robert Berg 20,000 A shareg 37
ESOP 14,065 B shares 26
Total 54,065 ALR gzhare: 100X

Class A common stock is voting and Class B is noavoting. Otherwise, the two classes are equal.
A valuation discount for the nonvoting Class B stock has not been taken by the prior appraisers
or by Bramstedt & Associates since the stock is in an ESOP where voting rights are not passed
through in any event except for major corporate issues.

Enviro ues at

The four previous valuation studies for the fiscal years ended September 1989 through 1992
discuss in detail the regional agencies which regulate Anchem’s operating and environmental
activities. According to management and SCS Engineers, its environmental consultant, as of
April 30, 1993 the Company had no environmental agency violations or citations.

However, during fiscal 1993 and continuing into fiscal 1994, Anchem and SCS are working with
the California EPA on its on-site program to investigate for possible groundwater contamination
relating to an adjacent California Super Fund site (McKesson property). In this connection,
Anchem incutred state fees and incremental services from SCS.

The prior reports also discuss testing and related work for soil and groundwater contamination
continually undertaken by the Company and SCS since 1989 which so far has not uncovered any
major problems or remedial work. Begianing in 1998, Anchem may be required to start replacing

9.

BR0OQ0O170



its underground tanks on a progressive basis. The Company and counsel are actively pursuing
a suit against a contractor who in 1983 allegedly improperly installed some drain pipes, causing
groundwater problems vis-a-vis the Super Fund site.

By its business nature, Anchem continues to incur legal, testing, remedial and consultant costs
(above those experienced during the 1980s), The appraiser does not believe the Company has
been able to pass these costs, which have become material, through to its customers, thereby
impacting profit margins.

Ongoing environmental encumbrances on Anchem’s business and profits have been reflected in
the valuation conclusions since fiscal 1989.

The Economy

As of mid-1993, the U.S. economy was experiencing the slowest post-war business expansion
from the most serious post-war economic recession (1990-91). In the second quarter of 1993,
the GDYF rose at a sluggish 1,6% following an even more tepid first quarter rise of 0.7%. For
the full year 1993 economists were projecting a GDP gain of 2.5% w0 3.0%, well below the early
phase recovery rafes of previous post-war recessions. Consumer spending increased modestly,
but consumers were apprehensive about the outlook for the balance of 1993 because of the just-
passed 1993 Clinton tax bill and a high U.S. unemployment rate of around 7%. New better-paid
manufacturing job creation has been nominal so far in this recovery,

A bright spot is the strong surge in the sales of domestic-built automobiles and trucks, with the
Big Three gaining market share from Japanese (imports). Inflation, as measured by the CPI,
was running at a low 3% in 1993 or the same as in 1992. As of mid-1993, the benchmark 30-
year 10.8. Treasury bond was selling to yield under 6.5%, the lowest in 20 years, and other
interest rates such as the bank pnme at 6% were at multi-decade bottoms. With low mortgage
rates, single family housing starts were improving. The 1993 projection was for 1.35 million
starts, up from 1.03 million in 1992.

As contrasted with the U.S., as of Spring 1993 there are no signs that California was recovering
from its most serious recession since the Great Depression.  Severe cuthacks in defense and
aerospace spending, military base closures, out-of-state relocation of manufacturers and sofmess
in the financial services, real estate and trade sectors caused the state's unemployment rate 1o
run between 8.6% and 9.8% for ncarly two years and well above the national rates. Southern
California was faring worse than Northern California. Well regarded economic forecasters, such
as the UCLA Business School, were not looking for a state economic recovery until at least 1994,
By contrast, economic activity in some of the (much smaller) western states such as Nevada,
Arizona and Idaho was strong,

Management did not provide the appraiser with an analysis which could determing whether the
economy or the environmental problems have impacted the Company more and whether Anchem
may be holding, losing or gaining market share,
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Financial Analysis and Review

Anchem has provided Bramstedt & Associates with financial statements for the fiscal years 1989-
1993, These financial statements have been thoroughly examined and discussed with management.
A copy of the Company’s financial statement for the fiscal year ended April 30, 1993, prepared
as a compilation (without footnotes) by Archer, Bulmahn, Jenkins & Bowler, CPAs, is attached

as Appendix L

The results of our review and analysis of Anchem’s financials are contained in the exhibits
outlined below;

Exhibit A Comparative Income Statement, FY 1989-1993
Exhibit B Comparative Balance Sheets, FY1989-1993

Exhibit C Selected Financial Ratios, FY1991-1993

These exhibits are presented at the end of this section of the report. The following comments
and observations are based upon Bramstedt & Associates’ review and analysis of the Company’s
financial statements. Saramco’s operations are not consolidated but are incorporated in a one-line
(miscellaneous) income entry, "income split - Samson."

Exhibit A contains Anchem's comparative operating statement in terms of dollars and dollars
as a percent of sales for the period fiscal 1989-1991.

LT3
p—

Sales of $8. 1 million in fiscal 1993 are virtually unchanged from the prior three years. Because
of the altered sales mix, discussed previously, COGS dropped 6.8% to $5.7 million (70.2% of
sales) in fiscal 1993 and gross profit jumped 24% or $466,000 to $2.4 million (29.8%), the
highest in the past five years, from $1.9 million (24.2%) in fiscal 1992.

-11-
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Operating expenses, however, rose 20.3% or $428,000 to $2.5 million (31.3%) in fiscal 1993
from $2.1 million (26.2%) in fiscal 1992 and the highest in five years. The conmbutors were

in three general categories:

. Business mix change to greater packaging/consumer is reflected in
higher outside labor, (Bortz) commissions and printing.

. Environmental compliance caused tank testing, lab expense and
Tepair costs to increase sharply. Further increases are expected in
fiscal 1994,

- Expansion into Arizona and Northern California shows up in higher
freight absorption, rent and commissions.

Anchem's operating loss in fiscal 1993 declined to $123,000 from $161,000 in fiscal 1992. The
Company has not had an operating profit for at least six years; however, operating losses prior
to fiscal 1991 (Saramco) are not directly comparable.

Other income (primarily Saramco) was $182,000 (2.2%) in fiscal 1993, up from $177,000 (2.2 %)
in fiscal 1992 and significantly higher than in years prior to fiscal 1992 because of Saramco.

Pretax and net income respectively were $33,000 (0.7%) and $49,000 (0.6%) in fiscal 1993
compared to break-even in fiscal 1992 and losses in fiscal years 1989 to 1991. (Presumably,
Anchem has a tax loss carryforward, but this was not specifically disclosed.)

Exhibit B contains Anchem’s comparative balance sheet in terms of dollars and dollars as a
percent of assets for the period fiscal 1989-1993. Fiscal years 1992 and 1993 reflect the Samson
joint venture.

Angele: i

nce Sheet Profile
ril 30, 1993
Tatal Assatg Tatal Liabilities &
Stockholoders’ Eguty
Cr . Lisbm,
42 0%

Fisect
Ovher-7. 6
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At April 30, 1993, 1otal assets were $3.17 million, unchanged from a year earlier. Similarly,
there were no material changes in current assets—$2,9 million (92.2% of assets) and its principal
components: cash—8$317,000 (10.0%), accounts receivable—$1,5 miltion (47.3%) and inventories
—$920,000 (29.0%). Fixed assets fell 12.2% to $223,000 (7.0%).

Current liabilities were also static year-to-year at $1.36 million (42.9%). The major element
here is accounts payable of $1.1 million (35.1%). Anchem has no long-term debt and has an
unused bank credit Iine of $300,000.

Shareholders” equity rose 2.8% to $1.8 million (57.1%).
Exhibit C presents selected financial and operating ratios for fiscal years 1990-1993. It shows

@ modest improvement in the already strong current and quick ratios of 2.15X and 1.33X
respectively at April 30, 1993,

Angetes Chemical Co.
Yorkipg Ca EIml

E1993-1990

(Y

LS 37 1= -H] a0

Working capital, which is composed primarily of accounts receivable and cash and equivalents,
increased slightly to $1.56 million. The sales to working capital ratio fell to 5.2 times from 5.5
times at April 30, 1992, If combined Samson/Anchem sales of $12.3 million are used, the fiscal
' 1993 sales/working capital ratio is a still comfortable 7.9X.

Some of this liquidity may be excess to the Company’s ongoing operating business requirements
short of unexpected substantial environmental remedial costs. There are no significant potential

capital expenditures. Inventory turns dropped to 6.2 times during fiscal 1993 from 7.0 times
in fiscal 1992,
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Appendix I contains a statement of cash flows for fiscal 1993 which is summarized and compared
to fiscal 1992 as follows;

) 1
{00
Net cash From (used):
Operating activities £(203) $C122)
Investing activities 4 ™
Financing activities %) 15
Het chenge in cash 0182 £ 24

Overall, there was a $24,000 increase in cash during fiscal 1993, Included in the Statement in
operating activities is a deduction of $139,300 of income - equity in affiliate, which is nearly
offset by $152,000 in affiliate distributions (under investing activities). Depreciation in fiscal
1993 was $44,000, down substantially from earlier years,
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AHGELES CHEMICAL Q.

Enhibit 4
ive Stat =1
[§2:011}]
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ANGELES CHERICAL CO,

Exhibit €
Selected Ratio Analysis
EY1991-93
FY 47303 1993 1992 1991
Liguidity Ratios
Currant 2.15 2.05 2.60
(Current Assets divided by Current Ligbilities) .
Quick 1.13 1.30 1.64
{Cash & Accounts Receivable divided by Current Liabilities)
Warking Capital ($000) 1583 1474 1503
Saleg/Receivablas 5.42 5.25% T.47
(Sales divided by Accounts Receivable)
Salea/Working Capital 5.2 5.5 5.3
(Sales divided by Working Capital)
Cost of Goods Soid/Inventories é.2 7.0 B.1
(Cost of Goods Sold divided by Inventories)
OVET 518 108
EBIT/Interest .8 2.0 2.0
{Earnings before Interest £ Tax divided by Interest Expenze)
Cash Flow/Maturity LTD 1.7 1.17 1.3

(et Income + Depreciation Expensas
divided by Note Payable)

Leverage Ratios

Detit fdorth 0.75 0.80 0.54
{Total Lisbilities divided by Net worth)

Long-Term Liabiiities/worth N.A, N.A. Nom.
(Liabilities over one year divided by Net Worth)
ting Ratin

Total Aeset Turnover 2.56 2.75 Z2.89
{Sales divided by Avarage Totul Assets)

Return on Equity 2., Nom. £2.,0%)
{Net Income divided by Avarage Stockholders’ Equity)

Return on Assets 1.6% Nom. {1.3%)
(Wet Income divided by Average Azzeta)

N.A. = Not applicable
Nom. = Nomlnal

SCURCE: Company statements and Bramgtedt & Asgocistes.
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Iv.  YALUATION

In arriving at a minority interest fair market value determination for Anchem, Bramstedt &
Associates has considered the relevant factors set forth in Revenue Ruling 59-60 with regard to
the valvation of closely held companies and in the Department of Labor’s (DOL) proposed
regulations on "Adequate Consideration” as they relate to the valuation of securities for Employee
Stock Ownership Plan purposes. The following comments represent our findings with regard
to those specific factors outlined in Revenue Ruling 59-60 and the DOL's proposed regulations
on "Adequate Consideration” as they pertain to the valuation of Anchem. The following
references to Revenue Ruling 59-60 implicitly include the DOL’s proposed regulations.

Book Value

Revenue Ruling 59-60 states that the appraiser should consider book value when valuing a closely
heid company. Anchem’s stated book value was $1,809,450 or $33.47 a share as of April 30,
1993,

Normally, book value or adjusted book value is not afforded much weight or consideration in
the valuation of an operating company such as Anchem. Such type cormpanies are normally valued
on earnings and/or cash flow capacity. Because of depressed operating results, the appraiser chose
to use book value as fair market value for ESQP purposes as of April 30, 1987 and has used it
as a valuation reference since fiscal 1988.

Dividend History, Capacity and Probability

Revenue Ruling 59-60 supgests that the appraiser consider dividends and dividend paying capacity
in valuing closely held securities.

The Company has not paid any dividends on its common stock and has no intention of changing
this policy at this ime. This policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend income.

Normally, earnings reinvested in the growth of a company can be expected to earn at a greater
reurn than dividend income invested in other investment opportunities with similar risks
and prospects. Consequently, sharcholders will ultimately benefit from the current policy to
reinvest earnings in the Company’s growth rather than to pay cash dividends,

. bl C ies—Publicly Traded

Revenue Ruling 59-60 suggests that the appraiser consider the market price of stocks of
corporations engaged in the same or a similar line of business having their stock actively traded
in a free and open market or over the counter. Bramstedt & Associates has made an exhaustive
search for comparable public companies which can be deemed to be similar to Anichem. No single
company proved to be a worthy publicly traded comparable. Public companies are generally much
larger and more diverse both geographically and in business operations.
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In previous valuation studies, the appraiser has broadly referenced the capitalization ratios of
Univar (NYSE), the largest .S, chemical distributor. Because of the continuing reliance on
a modified book value/working capital methodology for Anchem, the appraiser now feels that
this peripheral reference is no longer valid or useful,

Cash Flow an in

Pre-1987 ESOP valuations by Charles Stark, PC, appear to rely on conclusions derived from
capitalizing five-year average of net income, aftertax cash flow and pretax available cash flow,
among other methods. Aftertax cash flow is net income plus depreciation. Available cash flow
is pretax income plus profit share/ESOP contribution plus depreciation. Depreciation in fiscal
1991, 1992 and 1993 was $151,000, $74,000 and $44,000 respectively. Anchem’s earnings and
cash flow as just defined for fiscal 1991 to 1993 are shown below:

Period Net ]ncome Available After Tax
F1993 9,000 113,000 5 93,000
F1992 5,000 98,000 72,000
F1991 {36,000 131,120 115,000

Note; Figures have been rounded.

Because of the erosion of the Company’s earning and cash generating power, the application of
the Stark (income) methodology is not now being used,

Yaluation

Due to insufficient demonstrable eaming power and thin cash flow prospects, Bramstedt &
Associates and the appraiser once again must look to the balance sheet (asset approach) for
valuation purposes as in fiscal 1992 when we employed an adjusted or modified book value
approach, ‘

Generally, capitalization of income and cash flow streams is the appropriate methodology for
determining the equity fair market value of an operating company such as Anchem. The decision
to utilize adjusted book value and working capital is based on the factors discussed in these and
prior reports and the appraiser’s experience and knowledge in deriving equity values of closely
held companies. Should the Company "book”™ the underlying real estate with the related debt
in fiscal 1994 as now planned, the valuation method will be reexamined.

At April 30, 1993, Anchem’s stated book value was 51,809,450 and working capital was
$1,562,751. Since Anchem has no long-term debt, this working capital basically accrues to the
equity holders. (Cash and cash equivalents and receivables alone total $1.82 miltion.) Following
the valuation methodology used in recent valuation studies and using a 10% asset liquidation dis-
count and a 10% discount for restricted marketability produces an indicated fair market value
of $1,465,655. The liquidation discount has progressively been increased to 10% over the last
three years as the cash component of working capital has dropped.
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uated ue Mathoo

af Chem .
r

Stoted Book Value . %1,B09 450
Less Liguidation Discount (10X} 180, 945

Subtatal 1,638,505
Leaa Marketability Digcount (10X) 142,850
Indicated Fair Market Value {(A) $1,485 655
Woarking Capital (B) $1,562 751
Simple Avarage (A.B) #1,500,000

Since the product of the adjusted book value methodology effectively accords no value to the
Company’s fixed assets and to business goodwill as a going concern, the appraiser believes this
methodology understates the fatr market value of the equity ownership of Anchem,

In order to incorporate the economic worth of fixed assets and goodwill, Bramstedt &
Associates has marked up the average of the adjusted book value approach ($1.46 million)
and working capital ($1.56 million) or $1,500,000 by 10% or $150,000 to produce an
indicated fair market value (FMV) for ESOP purposes of the equity ownership of Anchem
as of April 30, 1993 of $1,650,000 or $30.50 a share (rounded) on 54,065 shares outstanding.
This working capital premium is consistent with that of the several prior years and the FMV
is 91% of book value and 20% of sales (see page 2).

No specific attempt has been made by Bramstedt & Associates to quantify Anchem’s business
goodwill created by over two decades of operation.

As of the ESOP plan year which began May 1, 1987, the ESOP Administration Committee
changed its policy on paying terminating plan participants in a lump sum 1o paying participants
terminated for reasons other than retirement at age 63 in five annual cash pay-outs commencing
on the first anniversary of termination. Terminated plan participants sell 20% of their stock to
the ESOP in each of five years at the fair market value applicable for each year. Accordingly,
the above derived value reflects a discount of 10% or the same as applied at April 30, 1992.
This marketability discount conceptually reflects the time value of money under the deferred pay-
out program now in effect.

Recent Stock Sale and Valuyation

Revenue Ruling 59-60 suggests that arm’s-length sales to knowledgeable unrelated third parties
in the recent past would be a basis for valuation.

There have been no such recent transactions,
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CONCLUSIONS

Based on our experience and general knowledge in determining the value of closely held
companies and upon the consideration of all factors previously discussed, Bramstedt & Associates
is of the opinion that the fair market value of the outstanding common stock of Angeles Chemicat
Co. for ESOT purposes is $1,650,000 or $30.50 per share as of April 30, 1993 on 54,065 Class
A and B shares outstanding. This valuation is based on an adjusted or modified book value and
working capital approach.

Specific positive faciors concerning Anchem were its still solid and long-term debt free balance
sheet; continued sales, operational and environmental stabilization; a profitable year in fiscal 1993
after four loss years; and profit and other benefits from the Saramco affiliation and other recent
diversification efforts,

Unfavorable factors were a 50% sales drop in the 1980s; no visibility for real earnings generation;
negative or nominal returns on capital and equity; the hostile operating environment for small
chemical processors in heavily populated urban areas such as Los Angeles with the attendant
compliance costs; and the California recession. .

It is important to point out that this evaluation is specifically intended to establish a per-share
fair market value for shares to be issued or sold to the ESOT. This report does not specifically
address the evaluation of the Company as an entity, The value of the Company as a whole, with
the attendant rights to control the direction and growth of the Company, to influence or control
compensation and dividends, to change the management, to acquire other companies and/or
business operations, to buy companies or new product lines, or to sell or merge the Company,
may be greater than the total value implied by this evaluation.

On the other hand, the value of minority interest shares held outside of an ESOT would probably
be less than the value determined in this report. An ESOT with a "put” option obligating the
Trust to repurchase the shares held by participants provides a valid market for such stock.
Minority interest shares held outside of the ESOT would by necessity be discounted by more than
10% taken here for their greater inherent lack of marketability.

This valuation is as of April 30, 1993; and, since it is based upon recent financial statements,
it should be valid for the near future. However, it is imperative 10 recognize that the dynamics
of the industries served and general economic conditions can change and invalidate this evaluation.
Federal regulations require that the Company’s common stock be reevaluated at least annually
for ESOT purposes.
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ARCHER, BULMAHN, JENKINS & BOWLER
CERTIFIED PUBLIC ACCQOUNTANTS

826 SOUTH LAKE AVENUE » PASADENA, CALIFORNIA 811056

To The Board of Directors
Angetes Chemical Company, Incorporated

We have compiled the accompanying balance sheet of Angeles Chemical Company, Incorporated
as of April 30, 1893 and the retated statements of income and cash flows for the year then ended, in
accordance with statements on standards for accounting and review services issued by the American
tnstitute of Certified Public Accountants.

A compilation is limited to presenting in the form of financial statements information that is the
representation of management. We have not audited or perforrmed a review service on the accompanying
financial statements, and accordingly, do not express an opinion or any othet form of assurance of them,

Management has elected to omit substantlaily all of the disclosures required by generally accepted
accounting principles. If the omittad disclosures were included in the financial statements, they might
influgnce the user's conclusions about the Gompany's financial position, results of operations, and cash

flows. Accordingly, these financial staternents are not designed for those who are nat informed about such
matters.

Onchan, Posmats, Nersein v |[Gmrtey

CERTIFIED PUBLIC ACCOUNTANTS

December 30, 1983
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ANGELES CHEMICAL COMPANY, INCORPORATED - .. o

BALANCE SHEET
(UNAUDITED)
APRIL 30, 1993
ASSETS
CURRENT ASSETS
Cash & cash equivalants $ 316,966
Accounts receivable $ 983,789
Allowance for doubtful accounts (5.000)
Net accounts receivable 978,789
Accounts receivable - Stallion ‘ 153,895
Accounts receivable - other non-operating 3,118 !
Accounts receivable - Samson 359,129
Employee advances C 4544
Invantorias 920,422
Prepaid property tax 1,507
Prepaid insurance ; 152,873
Prepaid other ' 21,977
Prapaid excise tax-fuel 7.058
Total current assets 2.920,378
FIXED ASSETS
Office trailer 949,567
Trucks & autos 204 966
Yanks & plant equipment 740,232
Furniture & fixtures 215,785
Plant 357,370
Drums : - 127,753
Total fixed assets 1,745,673
Less: accumulated depreciation (1,522,660}
Net fixed assets 223013
OTHER ASSETS
Investment in Samson 23,686
Total aszets % 3167077
See nccountants’ compilation report
ARCHER. BULMAHN, JENKINSG & BOWLER ‘
GERATIFED PURLLE ACCOU_NTAN'IE L . . -
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ANGELES GHEMICAL COMPANY, INCDHPDRA'I'EDMé

BALANCE SHEET
(UNAUDITED)
APRIL 30, 1993

t
HIABILITIES AND $TOCKHOLDERS' EQUITY -

CURRENT LIABILITIES .
Notes payable $ 85,046
Accounts payable ' 1,112,276
Accrued tank testing 63,904
Accrued commissions 11,430
Accrued payroll and sales taxes 6,019
Other accrued llabflities 17,535
Drum deposits 59,6856
State mcome taxes payable 1.73
Totsl current liabilities 1,357,627
STOCKHOLDERS' EQUITY
Common Stock - $.10 Par Valua,
1,000,000 shares authorized,
54,065 shares issued & outstanding 5407
Paid in Capital 105,724
Retained earhings - beginning $ 1,649,078
Net income 49,243
Retained eamings 1,698,318
Total stockholders' equity 1,808,450
Total llabilities and stockholders’ equity 3 3,167,077

See accountants’ compilation report

ARCHER, BULMAHN, JENKINE & BDWLER
CEATIFIED PUBLIC ACCOURTANTS )
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ANGELES cuemcm_ commm, mconponmsn o
STATEMENT OF INCOME
(UNAUDITED)
FOR THE YEAR ENDED APRIL 30, 1993

% Of Sajes
SALES $ 8,103,337 100.00%
COST OF SALES 5,690,953 70.23%
Gross profit : 2,412,384 29.77%
OPERATING EXPENSES
Salaries & wages . 464,556 5.73%
QOutslde Labor 362,180 4.47%
Insurance 233,829 2.89%
Truck expense 162,836 201%
Freight 157,692 1.95%
Commisions - Borz 153,771 1.90%
Rent 143,880 1.78%
Repairs & maintenance 128,961 1.59%
Plant expense 97,726 1.21%
Printing expense 83,666 1.03%
Tank testing & lab expense 80.401 95%
Auto & Travel 55,345 B88%
Bad debts 46,255 57%
Telephone & utilities 45,912 57%
Depreciation 43,768 54%
Payroll taxes . 42 817 53%
Professionat services 40,882 50%
Taxes & licenses 37,27 A6%
Business promation 30,950 386%
Offica supplies 28,772 J6%
Comptiter expense 28,413 .35%
Advertising 16,420 20%
Profit sharing expense 16,200 20%
Employee welfare ' 11,167 4%
Dues & subscriptions 10,424 A3%
Equipment rental 7.792 10%
Serninars and meetings 3085 04%
Donations 150 00%
Total operating expenses $ 2534921 31.28%
Opemting logs $ {122,537) {1.51%)}

See accountant’s compHation report

ARGCHER, BULMAHN, JENKINE & BOWLER
CERTIFIED PUSLIC ACCOUNTANTE. .
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. .- ANGELES CHEMICAL: COMPANY, INCORPORATED - . -

 STATEMENT OF INCOME "
(UNAUDITED)
FOR THE YEAR ENDED APRIL 30, 1993

% Of Sales
OTHER INCOME OR (EXPENSE)

Income spit-Samson 138,689 1.71%
Terminaling charges 33,166 A%
interest income 7,861 0%
Gain on sale of assets 2,650 .03%
Miscedlaneous income 1,338 02%
Miscollaneous expense (2.175) (.03%)
inferest expense {5.818) (.07%)
Total other income 175,911 217%
income before income taxes 53,374 .B6%
Provision for income taxes {4,131) (.05%)
Net income 5 49,243 61%

Sege accountant’s complilation report

ARCHER, BLFLMAHN, JENKINS & BOWLER
CEATIFIEDPUBLIC ACCOUNTANTS
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- »ANGELES GHEMICAL COMPANY, INCORPORATED

Solvents - sales
Returns & allowances

Total sales
Cost of zales

Gross profit
Packaging - sales
Retumns & allowances

Total sglas
Cost of sales

Gross profit
Bortz - gales
Retumns & allowances
Sales Discounts
Total sales
Cost of sales

Grosas profit

Total gross profit

STATEMENT OF INCOME DETAIL
| (UNAUDITED)
FOR THE YEAR ENDED APRIL 30, 1993

L. 2,845,838 35.12%
{280) .00%

2,845,578 35.12%
2,200,421 27.15%

$ 645,157 7.596%
$ 1,284,455 15.85%
(11,866) (.15%)
1,272,589 15.70%
948,121 11.70%

3 324,468 4.00%
% 4,008,087 49.46%
(16,021) {-20%)

(6.896) {.09%)

3,985,170 49.18%

2,542 411 31.37%

$ 1,442,759 17.80%
29.77%

5 2,412,384

See accountants’ compilation report

ARCHER, BULMAHN, JENKING & BOwLER

CEATIFED PUBLIC ACCOUNTANTE
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. ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF CASH FLOWS
(UNAUDITED)

FOR THE YEAR ENDED APRIL 30, 1993

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income $ 49,243
Adjustments to reconcile net income to Net
Cash used in Operating Activities:

Depreciation % 43,768

Equity in income of affiliate {138.889)

Decrease in accounts receivable 34,254

Increase in inventory (45,724)

increase in prepaid expense {13,920

Drecrease in drums inventory 8288

Decrease in accounts payable ‘ (107,903}

Increase in accrued expenses 49,385

Derease in customer deposhts (315)

Increase in income tax payable 203
Total adjustments (170,853)
Net Cash used in operating activities (121,610)

CASH FLOWS FROM INVESTING ACTIVITIES:

Employee advances (13,452)
Collections on empioyee advances 12,625
Capital expenditures (20,746)
Distributions from affiliate 152,381
Net cash provided by investing activities 130,808

CASH FLOWS FROM FINANCING ACTIVITIES:

Praceeds from note payable 153,083
Repaymert of note payable {137,893)

Net cash provided by financing activities 15,190
Net increase in cash 24,388
Cash at the beginning of tha year 292578
Cash at the end of the year ‘ 3 318,966

See accountants’ compliation report

ARCHER, BULMAHK, JENKINS & Elowuan
r.znhneu PYBLIC ACCOUNTANTS
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BRAMSTEDT
and Aggociates Incorparated
Financial Consulting

Business Valuations

Financial Analysis

Qualifications of
Bramstedt & Associates, Inc.

Eric M. Bramstedt, CFA, has over 30 years experience in the field of financial analysis, equity
evaluations, securities analysis and investment banking. From 1967 to 1977 Mr. Bramstedt was
a senior security analyst and officer of three San Francisco based institutional research firms
including Sutro & Co. He has prepared well over 350 business valuations on closely held
companies for merger and acquisition, gift and estate taxes, Employee Stock Ownership Plans
(ESQOPs), incentive stock option plans and others, These valuations have covered a broad industry
scope of closely held and public companies including several Fortune 1000 listings.
Mr, Bramstedt possesses in-depth knowledge of ESOP functions and valuation through fourteen
years of extensive experience with four leading ESOP design and valuation firms--Menke &
Associates, Kelso & Co., Houlikan, Lokey, Howard & Zukin, and Private Capital Corp. This
experience includes work for an employee coalition’s proposed ESOP buy-out of Eastern Airlines.

Mr. Bramstedt is an industry specialist in transportation, particularly trucking, As such, he has
investigated the operations and appraised the business values of well over one hundred motor
carriers, many of which are located in California. Clients have included major domestic and
international transportation companies for acquisition and investment banking and other applica-
tions. Mr. Bramstedt is Director of the PCTB Consulting Group, 2 division of the Pacific Coast
Tariff Bureau of San Francisco. As such, he is editor of CAL-TIPS, an annual operating and
financial study of the California less-than-truckioad business.

Mr. Bramstedt is 2 Chartered Financial Analyst (CFA) and a member of the Institute of Chantered
Financial Analysts, the Association for Investment Management and Research, the Transportation
Research Forum, the Pacific Coast Accounting and Finance Council, and is 2 charter and Board
member of the Valuation Roundiable of San Francisco. He holds a Bachelor’s Degree in
Economics from Stanford University, He has written articles for industry periodicals and made
public speaking appearances on transportation topics, Mr, Bramstedt has appeared as an expert
witness before the California Public Utilities Commission and in civil court on matters of
economic damages.

24072 Vista Del Mar Lane Tiburon, CA 84920-1208 Tel 41543594358 rax 4154350438
114 Sansome St., Suite 808 San Francisco, CA 941043218 Tel 415562-0000 Fax 415-362-8492
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Gansome Sheet Hppucisers, She.

114 Soamsame Font, Fruity 808
Soan Francisca, Colifonnia 241043818
J?anwrﬂmnw
o ﬂiyﬁ!-ﬂ.ﬂ'

llondtham, Nos Sorsusy

Decenber 2, 1993

¥r. Tim Mahoney

Angelex Chemical Co.

P.QO. Box 2163 :

Santa Fe Springs, california ©o0670

Re: F199%3 ES0P Valuation

Dear Tim:

It is ny impression that your EROP Form 5500 needs to be filed by
mid-January, in which case I should prepare my valuation conclu-
sion before pecple like John Locke, XKen La Conde and yourself get
away for the Christmas holidays.

However, I am still waiting for your CPA‘s F1993 financial report
(with statement of cash flows) and your update of the “Company"
saction from the F1992 ESOP report.

May I please hear from you soon.

Sincerely,

Exric M. Bramstedt

EMB:ew

e¢c: John Locke

BROGO197



ptilize adjusted bgok value and working capital is based ob the
factors discussed and the appraiser’s experience and knowledge in

deriving egquity values of closely held companies. g@
9‘% ated book value was; SayPeoRd¥- and

At .April 30, 15%2, :
working capital was - gince Anchem has no long—term

[] o
debt, this working capital basically accraes to the equity |
/holder . (Cash and cash equivalents and receivables alone total 2
S1. i1lien. Following the valuation nethodology used in
sget liguidation dis-

rocent - valuation studies and using B0
count and a 10% discow%rkatabinty produces an :
- indicatad fair market wvalue of %1, - - i daemdir i U0
l l ] l.!! J— {___ _f—a@

1.
[t -1 |
ril 2 9 3
l 3
| /4 $6%, 45D seated Book value 0k SETHETIOY
_ 58,845 Lesm Liquidstion Dlucount EeBR) __xap-ess
| LE J-f, So-L subtotal ST ERE
: A, FFE Lese Harketability Dlscount (10%) __ sk
| "4465 658 fndicated Fair Market Value Sinnhiiimiiit-
4 ¢4 j"'z" ?j’? working c.pi.f.ll m
ra -
"| Since the product of the adjusted book value methodology effec—

Company’'s fixed assets and to

business goodwill as a going concern, the appraiser believes this
methodolagy understates the fair market valus of the equity

5
"] ownership of Anchem,, 7+ - LT

-

tively accords no value to the

: s e S A
5 .:zz7 - . ]

i indi&aina—gzi;‘l;;kzw Moy Eor B8R miiposes B Lhs
ralue (PMV) for BESOP pur b equityd
. :W:::::ip of Anchem as of April 30, 19Mnfpm: ::-h nquity,d/ £50, 082
(rounded) on 54,065 shares cutstanding. This orking3a fp Sl

capital premium is comsistent with that of the &h¥e® prior years

and the Fruv 4
1 ﬁ of book value and 20% of asles (3aa page 2}.
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